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To whom it may concemn: %5 A

Re:  AltaGas Income Trust
Rule 12g3-2(b) Exemption
File No. 82-34911

Please find enclosed certain information and/or documents fumished on behalf of
AltaGas Income Trust, an unincorporated open-ended investment trust governed by the
laws of the Province of Alberta, Canada (Rule 12g3-2(b) File No. 82-34911), submitted
pursuant to paragraph (b)(1)(ii1) of Rule 12g3-2, which information shall not be deemed
“filed” with the SEC or otherwise subject to the liabilities of Section 18 of the Securities
Exchange Act of 1934,

Sincerely,
AltaGas Income Trust,

By its administrator PROCESSED

AltaGas Ltd.

S SEP 022008
Yoo THOMSON REUTERS
Deborah S. Stein
Vice President Finance and Chief Financial Officer
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AMENDMENT A
Issuer : AltaGas Income Trust
Symbol ALA.UN
Reporting Period: 07/01/2008 - 07/31/2008
Summary
Issued & Outstanding Opening Balance : 68,758,954 Asat: 07/01/2008
Effect on Issued & Outstanding Securities
Employee Trust Unit Option Plan #1 (10%) April 0
27, 2006
DRIP Plan #1 - Trust Units 124218
DRIP Plan #2 - Exchangeable LP Units 7
Other Issuances and Cancellations 872
Issued & Qutstanding Closing Balance : 68,884,051
Employee Trust Unit Option Plan #1 (10'/;) April 27, 2006
Stock Options Outstanding Opening Balance: 1,591,250 Asat: 07/01/2008
. . SAR
Effective Date . Options Options L
SAR Options Granted Exereised Cancelled Reldl:::et:—‘:!:e in
07/01/2008 N 10,000

Filer's comment
Options granted to new employec at an exetcise price of $25.6] expiring July 1, 2018

07/03/2008 N 10,000 .
Filer's comment
Options granted to new employee at an exercise price of $24.95 expiring July 3, 2018

07/13/2008 N 1,000
Filer's comment
September 6, 2006 options cancelled due te employee departure

07/13/2008 N 250
Filer's comment
March 23, 2007 options cancelled due to employee departure

07/20/2008 N 1,000
Filer's comment
December 19, 2005 options cancelled due to employee departure

07/20/2008 N 500
Filer's comment
September 6, 2006 options cancelled due 1o emplovee departure

07/22/2008 N 500
Filer's comment
December 19, 2005 options cancelled due to employee departure

07/22/2008 N 1,500
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Filer's comment

September 6, 2006 options cancelled due to employee departure
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07/22/2008 N 750
Filer's comment

March 23, 2007 options cancelled due to employee departure

07/2212008 N 1,500
Filer's comment

December 10, 2007 options cancelled due to employee departure

07/25/2008 N 2250
Filer's comment

September &, 2006 options cancelled due to employee departure

07/25/2008 N 750
Filer's comment

March 23, 2007 options cancelled due to employee departure

07/31/2008 N 10,000
Filer's comment

February 1, 2008 options cancelled due to employee departure

07/31/2008 N 2,500
Filer's comment

December 10, 2007 options cancelled due to employee departure

07/21/2008 N 10,000

Filer's comment

Options granted to new employee at an exercise price of $24.56 expiring July 21, 2018

Totals 30,000 22,500
Stock Options Qutstanding Closing Balance: 1,598,750 Asat: 07/31/2008
DRIF Plan #1 - Trust Units

Opening Reserve 1,512,507 Asat: 07/01/2008

Effective Date Securities Listed Securities Issued

07/16/2008 124218

Totals 0 124218

Closing Reserve: 1,388,289 Asat: 07/31/2008
DRIP Plan #2 - Exchangeable LP Units

Opening Reserve 704,259 Asat: 07/01/2008

Effective Date Securities Listed Securities Issued

07/16/2008 7

Totals 0 7

Closing Reserve: 704,252 Asat: 07/31/2008

Other Issuances and Cancellations
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Effective Date Transaction Type Number of Securities

07/14/2008 Conversion (General) 115
Filer's comment

AltaGas Holding Limited Parmership No, 1 Units converted on a 1:1 basis to
AIT Trust Units

07/15/2008 Conversion (General) 335
Filer's comment

AltaGas Holding Limited Partmership No. | Units converted on a 1:1 basis to
AIT TFrust Units

07/21/2008 Conversion (General) 365
Filer's comment

Trust Units issued upon conversion of outstanding Taylor debentures

0772572008 Conversion (General) 57
Filer's comment

AlaGas Holding Limited Partnership No. 1 Units converted on a 1:1 basis to
AIT Trust Units

SEC File # 82-34911

Totals 872

Filed on behalf of the Issuer by:

Name: TFammy Belsham

Phone; (403) 691-7517

Email: tammy.betsham@altagas.ca
Submission Date: 08/12/2008

Last Updated: 08/12/2008
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Form 1 Submission - Change in Issued and Outstanding Securities ot - D

Issuer : AltaGas Income Trust - . .
Symbol : ALA.UN o . : .
Reporting Period: 07/01/2008 - 07/31/2008

Summary

Issued & Outstanding Opening Balance : 68,758,954 Asat; 07/01/2008

Effect on 1ssued & Outstanding Securities

Employee Trust Unit Option Plan #1 (10%) Apnil

27,2006 0
DRIP Plan #1 - Trust Units 124218 i
DRIP Plan #2 - Exchangeable LP Units 7
Other Issuances and Cancellations 872
Issued & Outstanding Closing Balance : 68,884,051
Employee Trust Unit Option Plan #1 (10%) April 27, 2006
Stock Options Outstanding Opening Balance: 1,591,250 Asat: 07/01/2008
. . SAR
Effective Date ; Options Options o i
SAR Options Granted Exercised Cancelled Reggsc:i:,:: in
07/01/2008 N 10,000

Filer's comment
Options granted to new employee at an exercise price of $25.61 expiring July 1, 2018

07/03/2008 N 10,000
Filer's comment
Options granted to new employee at an exercise price of $24.95 expiring July 3, 2018

07/13/2008 N 1,000
Filer's comment
September 6, 2006 options cancelled due to employee departure

07/13/2008 N 250
Filer's comment
March 23, 2007 options cancelled due 10 employee departure

07/20/2008 N 1,000
Filer's comment
December 19, 2005 options cancelled due 10 emplovee departure

07/20/2008 N 500
Filer's ecomment
September 6, 2006 options cancelled due to employee departure

07/22/2008 N 500
Filer's comment
December 19, 2005 options cancelled due to employee departure

07/22/2008 N 1,500
Filer's comment
September 6, 2006 options cancelled due to employee departure

07/22/2008 N 750
Filer's comment
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March 23, 2007 options cancelled due to employee departure
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07/22/2008 N 1,500
Filer's comment

Decermber 10, 2007 options cancelled due to employee departure

07/25/2008 N 2250
Filer's comment

September 6, 2006 options cancelled due to employee departure

07/25/2008 N 750
Filer's comment

March 23, 2007 options cancelled due to employee departure

07/31/2008 N 10,000
Filer's comment

February 1, 2008 options cancelled due to employee departure

07/31/2008 N 2,500
Filer's comment

December 10, 2007 options cancelied due to employee departure

Totals 20,000 0 22,500 0
Stock Options Qutstanding Closing Balance: 1,588,750 Asat: 07/31/2008
DRIP Plan #1 - Trust Units

Opening Reserve 1,512,507 Asat: 07/01/2008

Effective Date Securities Listed Securities Issued

07/16/2008 124218

Totals 0 124218

Closing Reserve: 1,388,289 Asat: 07/31/2008
DRIP Plan #2 - Exchangeable LP Units

Opening Reserve 704,259 Asat: 07/01/2008

Effective Date Securities Listed Securities Issued

07/16/2008 7

Totals 0 7

Closing Reserve: 704,252 Asat: 07/31/2008

Other Issuances and Cancellations

Effective Date Transaction Type

07/14/2008
Filer's comment

Conversion {General)

Number of Securities

115

AltaGas Holding Limited Partnership No. I Units converted on a 1:1 basis to

AIT Trust Units

07/15/2008
Filer's comment

Conversion (General)

335
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AltaGas Holding Limited Partnership No. 1 Units converted on a 1:1 basis to
AIT Trust Units

07/21/2008 Conversion {General) 365
Filer's comment

Trust Units issued upon conversion of outstanding Taylor debentures

07/29/2008 Conversion {General} 57
Filer's comment

AltaGas Holding Limited Partnership No. 1 Units converted ona l:] basisto
AIT Trust Units

Totals 872

Filed on behalf of the Issuer by:

Name: Tammy Belsham

Phone: (403) 691-7517

Email: tammy . belsham{@altagas.ca
Submission Date: (8/06/2008

Last Updated: - 08/05/2008
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Form 1 Submission - Change in Issued and Outstanding Securities

Issuer : AltaGas Income Trust

Symbol : ALAUN

Reporting Period: 06/01/2008 - 06/30/2008

Summary

Issued & Outstanding Opening Balance : 64,244,846 Asat: 06/01/2008

Effect on Issued & Outstanding Securities

DRIP Plan #! - Trust Units 113,088

Employee Trust Unit Option Plan #1 {10%) April i 0

27,2006

DRIP Plan #2 - Exchangeable LP Units 7

Other Issuances and Cancellations 4.401,013

Issued & OQutstanding Closing Balance : 68,758,954

DRIP Plan #1 - Trust Units

Opening Reserve 1,625,595 Asat: 06/01/2008
Effective Date Securities Listed Securities Issued

06/16/2008 113,088

Totals . 0 113,088

Closing Reserve: 1,512,507 Asat: 06/30/2008

Employee Trust Unit Option Plan #1 (10%) April 27, 2006

Stock Options Outstanding Opening Balance: 1,558,125 Asat: 06/01/2008
. . SAR
Effective Date . Options QOptions L
| SAR Options Granted Exercised Cancelled Reg:::;:’l; in

06/02/2008 N 10,000
Filer's comment

Options granted to new employee at an exercise price of $26.40 expiring June 2, 2018

06/02/2008 N 4,000
Filer's comment
December 10, 2007 options cancelled due to employee departure

06/06/2008 N 4,000
Filer's comment
February 1, 2008 options cancelled due to employee departure

06/13/2008 N 1,500
Filer's comment

September 6, 2006 options cancelled due to employee departure

06/13/2008 N 750
Filer's comment

March 23, 2007 options cancelled due 10 employee departure

06/13/2008 N 4,000

Filer's comment
December 10, 2007 options cancelled due to employee departure

https://secure.tsx.com/tsxsecurefile/CfsHttpController?Save View=true& GetPage=PrintForm1Page 7/3/2008
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0671372008 N 1,500
Filer's comment
September 6, 2006 options cancelled due to employee departure

06/13/2008 N 2,000
Filer's comment
December 10, 2007 options cancelled due to employee departure

06/20/2008 N 1,000
Filer's comment .
December 19, 2005 options cancelled due to employee departure

06/20/2008 N 1,500
Filer's comment
September 6, 2006 options cancelled due to employee departure

06/23/2008 N 10,000
Filer's comment
Options granted to new employee at an exercise price of $26.72 expiring June 23, 2018

06/25/2008 N 34,500
Filer's comment
Options granted to various employees at an exercise price of $25.89 expiring June 25,2018

06/28/2008 N 750
Filer's comment
September 6, 2006 options cancelled due to empleyee departure

06282008 N 375
Filer's comment
March 23, 2007 options cancelled due to employee departure

Totals 54,500 0 21375 0

Stock Options Outstanding Closing Balance: 1,591,250 Asat: 06/30/2008

DRIP Plan #2 - Exchangeable LP Units

Opening Reserve 704,266 Asat: 06/01/2008
Effective Date Securities Listed Securities [ssued

06/16/2008 7

Totals 0 7

Closing Reserve: 704,259 Asat: 06/30/2008

Other Issuances and Cancellations

Effective Date Transaction Type Number of Securities
06/10/2008 Frospectus Offering/Public 3,825.000
enng

Filer's comment

Trust Units qualified for distribution to the public under August 8, 2007 short
form base shelf prospectus and June 2, 2008 prospectus supplement

0671072008 Over-Allotment Option 573,750
(Greenshoe)
06/18/2008 Conversion {General) 202

Filer's comment
Trust Units issued upon conversion of outstanding Taylor debentures

067242008 Conversion (General) 1,000
Filer's comment

AltaGas Holding Limited Partnership No. 1 Units converted on a 1:1 basis to
AIT Trust Units

https://secure.tsx.com/tsxsecurefile/CfsHttpController?SaveView=true& GetPage=PrintForm1Page
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067252008 Conversion {General) 250
Filer's comment

AltaGas Holding Limited Partnership No. 1 Units converted on a 1:1 basis 10
AIT Trust Units

06/30/2008 Conversion (General) 811
Filer's comment

Frust Units issued upon conversion of outstanding Taylor debentures

SEC File #* 82"34911Page 30f3

Totals 4.401,013

Filed on behkalf of the Issuer by:

Name: ‘Tammy Belsham

Phone: (403) 691-7517

Email; tammy belsham@altagas.ca
Submission Date: 07/03/2008

Last Updated: 07/03/2008
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ALTAGAS INCOME TRUST ANNOUNCES MONTHLY DISTRIBUTION

Calgary, Alberta (June 13, 2008) — AltaGas Income Trust {AltaGas or the Trust) (TSX: ALA.UN) today
announced that a monthly distribution will be paid on July 15, 2008 to holders of record on June 25, 2008, of
Trust Units and limited partnership units that are exchangeable into Trust Units {Exchangeable Units}. The
amount of the distribution will be $0.175 for each Trust Unit and each Exchangeable Unit.

AltaGas has a Premium Distribution™, Distribution Reinvestment and Optional Unit Purchase Plan {the Plan) for
eligible Unitholders of AltaGas Income Trust and AltaGas Holding Limited Partnership No. 1. The Premium
component of the Plan is currently suspended. Information on the Plan is available on the AltaGas website at

www.altagas.ca.

AltaGas Income Trust Is one of Canada’s largest and fastest growing energy infrastructure organizations. The
Trust creates value by acquiring, growing and optimizing gas and power infrastructure, including a focus on
renewable energy sources.

AltaGas Income Trust's units are listed on the Toronto Stock Exchange under the symbol ALA.UN. The Trust is
included in the S&P/TSX Composite Index, the S&P/TSX Income Trust Index and the S&P/TSX Capped Energy
Trust Index.

This news release contains forward-looking statements. When used in this news release, the words "may”, "would", "could”, "will", "intend",
"plan”, "anticipate”, "believe”, "seek", "propose”, "estimate”, "expect”, and similar expressions, as they relate to the Trust or an affiliate of the
Trust, are intended to identify forward-looking statements. In particular, this news release contains forward-looking statements with respect
to, among other things, business objectives, expected growth, results of operations, performance, business projects and opportunities and
financial results. These statements involve known and unknown risks, uncertainties and other factors that may cause actual results or events
to differ materially from those anticipated in such forward-looking statements. Such statements reflect the Trust's current views with respect
to future events based on certain material factors and assumptions and are subject to certain risks and uncertainties, including without
limitation, changes in market, competition, governmental or regulatory developments, general economic conditions and other factors set out
in the Trust's public disclosure documents. Many factors could cause the Trust's actual results, performance or achievements to vary from
those described in this news release, including without limitation those listed above. These factors should not be construed as exhaustive.
Should one or more of these risks or uncertainties materialize, or should assumptions underlying forward-looking statements prove incorrect,
actual results may vary materially from those described in this news release as intended, planned, anticipated, believed, sought, proposed,
estimated or expected, and such forward-looking statements included in, or incorporated by reference in this news release, shoutd not be
unduly relied upon. Such statements speak only as of the date of this news release. The Trust does not intend, and does not assume any
obligation, to update these forward-looking statements. The forward-looking statements contained in this news release are expressly qualified
by this cautionary statement.

For further information contact:

Media Investment Community Website: www.altagas.ca
Todd Hurman Sheena McKellar Investor Relations

(403) 691-7139 (403) 691-9855 1-877-691-7199
todd.hurman{@altagas.ca sheena.mckellar@altagas.ca investor.relations@altagas.ca
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A’taEas NEWS RELEASE ]

ALTAGAS INCOME TRUST ANNOUNCES MONTHLY DISTRIBUTION T

Calgary, Alberta (July 11, 2008} — AltaGas Income Trust (AltaGas or the Trust) (TSX: ALA.UN) today
announced that a monthly distribution will be paid on August 15, 2008 to holders of record on July 25, 2008,
of Trust Units and limited partnership units that are exchangeable into Trust Units (Exchangeable Units}. The
amount of the distribution will be $0.175 for each Trust Unit and each Exchangeable Unit.

AltaGas has a Premium Distribution™, Distribution Reinvestment and Optional Unit Purchase Plan (the Plan})
for eligible Unithotders of AltaGas Income Trust and AltaGas Holding Limited Partnership No. 1. The
Premium component of the Plan is currently suspended. Information on the Plan is available on the AltaGas
website at www.altagas.ca.

AltaGas Income Trust is one of Canada's largest and fastest growing energy infrastructure organizations.
The Trust creates value by acquiring, growing and optimizing gas and power infrastructure, including a focus
on renewable energy sources.

AltaGas Income Trust's units are listed on the Toronto Stock Exchange under the symbol ALA.UN. The Trust
is included in the S&P/TSX Composite Index, the S&P/TSX Income Trust Index and the S&P/TSX Capped
Energy Trust Index.

This news release conlains forward-looking statements. When used in this news release, the words "may”, "would", "could”, "will",
"intend", "plan”, "anticipate”, "believe”, "seek"”, "propose”, "astimate”, “expect”, and similar expressions, as they relate to the Trust or an
affiliate of the Trust, are intended to identify forward-looking statements. In particular, this news release contains forward-looking
statements with respect to, among other things, business cbjectives, expacted growth, results of operations, performance, business
projects and opportunities and financial results. These statements involve known and unknown risks, uncertainties and other factors that
may cause actual results or events to differ materially from those anticipated in such forward-looking statements. Such statements
reflect the Trust's current views with respect to future events based on certain material factors and assumptions and are subject to
certain risks and uncertainties, including without limitation, changes in market, competition, governmental or regulatory developments,
general economic conditions and other factors set out in the Trust's public disclosure documents. Many factors could cause the Trust's
actual results, performance or achievements to vary from those described in this news release, including without limitation those listed
above, These factors should not be construed as exhaustive. Should one or more of these risks or uncertainties materialize, or should
assumptions underlying forward-looking statements prove incorrect, actual results may vary materially from those described in this news
release as intended, planned, anticipated, believed, sought, proposed, estimated or expected, and such forward-looking statements
included in, or incorporated by reference in this news release, should nat be unduly relied upon. Such statements speak only as of the
date of this news release. The Trust does not intend, and does not assume any obligation, to update these forward-looking statements.
The forward-looking statements contained in this news release are expressly qualified by this cautionary statement.

For further information contact:

Media Investment Community Website: www altagas.ca
Todd Hurman Diane Zuber Investor Relations

(403) 691-7139 (403) 691-7102 1-877-691-7199
todd.hurman{@altagas.ca diane.zuber@altagas.ca investor.relations{@altagas.ca
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A’taﬁas NEWS RELEASE

ALTAGAS REPORTS INCIDENT AT HARMATTAN COMPLEX

Calgary, Alberta (July 25, 2008) - AltaGas Income Trust (AltaGas or the Trust) (TSX: ALA.UN) reports that
at approximately 10:15 p.m. on July 24, 2008 a fire occurred at the Harmattan Complex, located 100
kilometres north of Calgary. The fire occurred in a natural gas-fired oil heater and was contained to the heater.
The Complex was safely shut down. No injuries or environmental damage occurred during this incident. Area
residents, Alberta Environment, the Energy Resources Conservation Board and customers have been nofified.

At present, AltaGas staff are on site and assessing damage to the Complex. More details on the outage will be
communicated as they become available.

AltaGas Income Trust is one of Canada’s largest and fastest growing energy infrastructure organizations. The
Trust creates value by acquiring, growing and optimizing gas and power infrastructure, including a focus on
renewable energy sources.

AltaGas Income Trust’s units are listed on the Toronto Stock Exchange under the symbol ALA.UN. The Trust
is included in the S&P/TSX Composite Index, the S&P/TSX Income Trust Index and the S&P/TSX Capped
Energy Trust Index.

This news release contains forward-looking statements. When used in this news release, the words "may”, "would™, "could”, "will",
“intend”, “plan”, "anticipate”, "believe”, “seek”, "propose”, "estimate”, "expect”, and similar expressions, as they relate to the Trust or an
affiliate of the Trust, are intended to identify forward-looking statements. In particular, this news release contains forward-looking
statements with respect to, among other things, business objectives, expected growth, results of operations, performance, business
projects and opporiunities and financial results. These statements involve known and unknown risks, uncertainties and other factors that
may cause actual results or events to differ materially from those anticipated in such forward-looking statements. Such statements reflect
the Trust's current views with respect to future events based on certain material factors and assumptions and are subject to certain risks
and uncertainties, including without limitation, changes in market, competition, governmental or regulatory developments, general
economic conditions and other factors set out in the Trust's public disclosure documents. Many factors coufd cause the Trust's actual
resuits, performance or achievements to vary from those described in this news release, including without limitation those listed above.
These factors should not be construed as exhaustive. Should one or more of these risks or uncertainties materialize, or should
assumptions underlying forward-looking statements prove incorrect, actual results may vary materially from those described in this news
release as intended, planned, anticipated, believed, sought, proposed, estimated or expected, and such forward-looking statements
included in, or incorporated by reference in this news release, should not be unduly relied upon. Such statements speak only as of the
date of this news release. The Trust does not intend, and does not assume any obligation, to update these forward-looking statements.
The forward-locking statements contained in this news release are expressly qualified by this cautionary statement.

For further information contact:

Media/Investment Community
Greg Aarssen

(519)436-1420 Ext. 105
(519)380-5723
greq.aarssen{@altagas.ca
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AltaGas NEWS RELEASE

ALTAGAS UPDATES HARMATTAN COMPLEX STATUS

Calgary, Alberta (July 28, 2008) — AltaGas Income Trust (AltaGas or the Trust) (TSX: ALA.UN)
announced that it expects the Harmattan Complex to resume operations today, following a fire last
Thursday night. The Complex will be gathering and processing gas at normal levels, while some
extraction functions will be temporarily limited. AltaGas expects the Complex to be fully operational by mid
to late August.

The fire was confined to an oil heater and the cause is under investigation. No injuries or environmental
damage occurred during this incident. The damage will be covered by AltaGas’ insurance policy.

AltaGas Income Trust is one of Canada's largest and fastest growing energy infrastructure organizations.
The Trust creates value by acquiring, growing and optimizing gas and power infrastructure, including a
focus on renewable energy sources.

AltaGas Income Trust's units are listed on the Toronto Stock Exchange under the symbol ALA.UN. The
Trust is included in the S&P/TSX Composite Index, the S&P/TSX Income Trust Index and the S&P/TSX
Capped Energy Trust Index.

This news release contains forward-looking statements, When used in this news release, the words "may”, "would”, "could”, "wilt",
"intend", "plan”, "anticipate”, "believe", "seek”, "propose”, "estimate”, "expect", and similar expressions, as they relate to the Trust or
an affiliate of the Trust, are intended to identify forward-looking statements. In particular, this news release conltains forward-looking
statements with respect to, amang other things, business objectives, expected growth, results of operations, performance, business
projects and opportunities and financial results. These staterments involve known and unknown risks, uncertainties and other factors
that may cause actual results or events to differ materially from those anticipated in such forward-looking statements. Such
statements reflect the Trust's current views with respect to future events based on certain material factors and assumptions and are
subject to certain risks and uncertainties, including without limitation, changes in market, competition, govemmental or regulatory
developments, general economic conditions and other factors set out in the Trust's public disclosure documents. Many factors could
cause the Trust's actual resulls, performance or achievements to vary from those described in this news release, including without
limitation those listed above. These factors should not be construed as exhaustive. Should one or more of these risks or
uncertainties materialize, or should assumptions undertying forward-looking statements prove incormect, actual results may vary
materially from those described in this news release as intended, planned, anticipated, believed, sought, proposed, estimated or
expected, and such forward-looking statements included in, or incorporated by reference in this news release, should not be unduly
relied upon. Such statements speak only as of the date of this news release. The Trust does not intend, and does not assume any
obligation, to update these forward-looking statements. The forward-looking statements contained in this news release are expressly
qualified by this cautionary statement.

For further information contact:

Media/Investment Community
Greg Aarssen

(519)436-1420 Ext. 105
(519)380-5723
dreg.aarssen(@altagas.ca
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Altabas NEWS RELEASE

ALTAGAS REPORTS HARMATTAN COMPLEX BACK ONLINE

Calgary, Alberta (July 29, 2008) - AltaGas Income Trust (AltaGas or the Trust) (TSX: ALA.UN) today
announced that the Harmattan Complex is back online and operating safety. The Complex resumed
operations yesterday aftermoon, following a fire last Thursday night. The Complex is currently gathering
and processing gas at close to normat levels, while some extraction functions are temporarily limited.
AltaGas expects the Complex to be fully operational by mid-to-late August.

The fire was confined to an oil heater and the cause is under investigation. No injuries or environmental
damage occurred during this incident. The damage will be covered by AltaGas’ insurance policy.

AltaGas Income Trust is one of Canada's largest and fastest growing energy infrastructure organizations.
The Trust creates value by acquiring, growing and optimizing gas and power infrastructure, including a
focus on renewable energy sources.

AltaGas Income Trust's units are listed on the Toronto Stock Exchange under the symbol ALA.UN. The
Trust is included in the S&P/TSX Composite Index, the S&P/TSX Income Trust Index and the S&P/TSX
Capped Energy Trust Index.

This news release contains forward-locking statements. When used in this news release, the words “may”, "would”, “could®, “will",
"intend”, “plan®, “anticipate”, "believe®, “seek", “propose”, "estimate”, "expect”, and similar expressions, as they relate to the Trust or
an affiliate of the Trust, are intended to identify forward-looking statements. In particular, this news release contains forward-looking
statements with respect to, among other things, business objectives, expected growth, results of operations, performance, business
projects and opportunities and financial results. These statements involve known and unknown risks, uncertainties and other factors
that may cause actual results or events to differ materially from those anticipated in such forward-looking statements. Such
statements reflect the Trust's current views with respect to future events based on certain material factors and assumptions and are
subject to certain risks and uncertainties, including without limitation, changes in market, competition, govemmental or regulatory
developments, general economic conditions and other factors set out in the Trust's public disclesure documents. Many factors could
cause the Trust's actual results, performance or achievements to vary from those described in this news release, including without
limitation those listed above. These factors should not bae construed as exhaustive. Should one or more of these risks or
uncertainties materialize, or should assumptions underlying forward-looking statements prove incorrect, actual results may vary
materially from those described in this news release as intended, planned, anticipated, believed, sought, proposed, estimated or
expected, and such forward-looking statements included in, or incorporated by reference in this news release, should not be unduly
relied upon. Such statements speak only as of the date of this news release. The Trust does not intend, and does not assume any
obligation, to update these forward-looking statements. The forward-looking statements contained in this news release are expressly
qualified by this cautionary statement.

For further information contact:

Media/lnvestment Community
Greg Aarssen

(519) 436-1420 Ext. 105
{519) 380-5723

areqg.aarssen@altagas.ca
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ALTAGAS INCOME TRUST TO HOLD CONFERENCE CALL AND WEBCAST -
ON SECOND QUARTER RESULTS ON AUGUST 6

Calgary, Alberta (July 30, 2008) - AltaGas Income Trust (AltaGas or the Trust) {TSX: ALA.UN) will announce
its second quarter results on Wednesday, August 6, 2008. A conference calt and webcast to discuss the
results will be held the same day.

Time; 2:00 p.m. MDT (4:00 p.m. EDT)
Dial-in: 416-406-6419 or toll free at 1-888-575-8232
Webcast: http://events.onlinebroadcasting.com/altagas/080608/index.php

Shortly after the conclusion of the call, a replay will be available by dialling 416-695-5800 or 1-800-408-3053.
The passcode is 3265966. The replay will expire at midnight (Eastern) on August 13, 2008. The webcast will
be archived for one year.

AltaGas Income Trust is one of Canada's largest and fastest growing energy infrastructure organizations. The
Trust creates value by acquiring, growing and optimizing gas and power infrastructure, including a focus on
renewable energy sources.

AltaGas Income Trust's units are listed on the Toronto Stock Exchange under the symbol ALA.UN. The Trust
is included in the S&P/TSX Composite Index, the S&P/TSX Income Trust Index and the S&P/TSX Capped
Energy Trust Index.

This news release contains forward-looking statements. When used in this news release, the words "may”, "would", "could”, "will",
"intend”, "plan”, "anticipate”’, "believe”, "seak", "propose”, "estimate”, "expect”, and similar expressions, as they refate to the Trust or an
affiliate of the Trust, are inlended to Identify forward-looking statements. In particular, this news release contains forward-looking
staterments with respect to, among other things, business objectives, expected growth, results of operations, performance, business
projects and opportunities and financial results. These statements involve known and unknown risks, uncertainties and other factors that
may cause actual results or events to differ materially from those anticipated in such forward-looking statements. Such statements reflect
the Trust's curment views with respect to future events based on cerlain material factors and assumptions and are subject to certain risks
and uncertainties, including without limitation, changes in market, competition, governmental or regulatory developments, general
economic conditions and other factors set out in the Trust's public disclosure documents. Many factors could cause the Trust's actual
results, performance or achievements to vary from those described in this news release, including without limitation those listed above.
These factors should not be construed as exhaustive. Should ene or more of these risks or uncertainties materialize, or should
assumptions underlying forward-looking statements prove incormect, actual results may vary materially from those described in this news
release as intended, planned, anticipated, believed, sought, proposed, estimated or expected, and such forward-looking statements
included in, or incorporated by reference in this news release, should not be unduly relied upon. Such statements speak only as of the
date of this news release, The Trust doas not intend, and does not assume any obligation, to update these forward-looking statements.
The forward-looking statements contained in this news release are expressly qualified by this cautionary statement.

For further information contact:

Media Investment Community Website: www.altagas.ca
Adrianne Hartley Diane Zuber Investor Relations

(403) 691-9873 (403) 891-7102 1-877-691-7199

adrianne hartley@altagas.ca diane zuber@altagas.ca investor.relations@altagas.ca
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Altabas NEWS RELEASE

ALTAGAS BOOSTS RENEWABLE ENERGY PORTFOLIO

Calgary, Alberta (July 31, 2008) - AltaGas Income Trust (AltaGas or the Trust) (TSX: ALA.UN) today
announced that it has significantly added to its renewable energy initiatives with the addition of both
hydroelectric and wind power development projects. Two acquisitions will add approximately 325 MW of run-
of-river hydroelectric development projects and approximately 600 MW of wind development projects to
AltaGas’ current renewable energy portfolio. The acquisitions bring AltaGas’ total renewable energy capacity
under construction and development to approximately 1,900 MW,

“These acquisitions demonstrate our commitment to prudently grow and diversify our power infrastructure
business through the development of significant renewable energy projects in Western Canada and the
Western U.S.,” said David Cornhill, Chairman and CEQ of AltaGas. “These opportunities help to strategically
balance AltaiGas as a gas and power infrastructure builder and operator, and demonstrate our commitment
to ensuring long-term, sustainable returns in the power business through a portfolio of renewable energy
assets.”

AltaGas entered into an agreement to acquire NovaGreenPower Inc. (NovaGreen), a wholly-owned
subsidiary of NovaGold Resources Inc. (NovaGold), for $35 million on closing. The acquisition is expected to
close later today. AltaGas will pay an additional $5 million to NovaGold on completion of certain conditions
subseqguent. NovaGreen Is developing the Forrest Kerr run-of-river hydroelectric project, which is expected to
have a capacity of 195 MW, in Northwest B.C. NovaGreen is also pursuing three other development projects
all within the same region as Forrest Kerr with a total potential run-of-river hydroelectric capacity of
approximately 130 MW,

When consiructed, these projects are expected to be secured by long-term contracts and provide long-term,
stable and predictable returns. With a hydrological database exceeding 40 years, including the Water Survey
Branch of Canada, the Forrest Kerr project is one of the largest single location run-of-river hydroelectric
development projects in North America. Water data, geologic sampling and engineering studies support this.
An independent feasibility study completed in early 2008 supports a 195-MW run-of-river hydro project. A
water license is secured to this site and is included in the acquired assets. Environmental Assessment
certification was awarded and an application for amendment is pending. Power from the project is expected
to be delivered through an extension and tie-in to the BCTC grid. Much of the construction support
infrastructure, including access roads, is in place. First Nations continue to actively support this project.
When developed, the Forrest Kerr project is expected to provide support for the construction of transmission
facilities to assist economic growth and development in the rural areas of Northwest B.C. Since acquiring the
assets, NovaGold has invested approximately $6 million in advancing their development.

“Given the size and quality of this project, we believe this acquisition represents good value for our
unitholders,” said Mr. Cornhill. “Development of Forrest Kerr will help AltaGas achieve its growth targets over
the next five years, and will increase our presence in British Columbia where there is strong government
support for renewable power development.”

AltaGas is pleased to welcome the NovaGreen development team. This team will be based in AltaGas' new
Vancouver offices and will collaborate with AltaGas’ current run-of-river development team to form the
foundation of AltaGas' renewable energy expertise and drive these renewable energy development projects
forward.
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In a separate transaction, AltaGas has agreéd'with GreenWing:Energy Management Ltd. (GreenWing) to
acquire GreenWing'’s 45 percent interest in GreenWing Energy Development Limited Partnership (GEDLP)
for $12.3 million. As a result the Trust.wﬂl own 100 percent of. GEDLP Th:s acqulsmon is expected to close

L
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These acquisitions strengthen. AltaGas'’. renewable energy construction and development efforts. Presently,

foundatrons are under constructron for turbmes in the Trust's 100 MW Bear Mountam Wind Park in B. C. The -
NovaGreen acqursrtlon will add 195 MW with Forest Kerr and 130 MW in addlttonal run of-nver development .
pro;ects This, srgmf cantly boosts AltaGas exlstlng 70 MW of run-of-nver hydroelectnc development projects

in operatlon or under development in B C The acqmsmon ‘of the remalnder of GEDLP results in AItaGas
holding,| 640 MW of mature wind development prolects and apprommately 800 MW of éarly development wmd
projects in Westem Canada and the Westém U.S. AItaGas portfollo of renewabte eriergy assets under
construction or development now consists of approxrmately 1,500 MW'6f wind power and approx1mately 460
MW of run-of-river hydroelectric power, With:-these acquisitions, AltaGas is emerging as a leader in
renewable energy development

[ . o, +
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AItaGas Income Trust is ong of Canada S Iargest and fastest growmg energy mfrastructure orgamzatlons
The Trust creates value by agquiring, growing and optimizing, gas and power lnfrastructure, including a focus
on renewable energy sources.

- L ot R o [ . B -
o r '_r-.‘nfla_.--c_) . ] HE o Ty

AltaGas Income; Trust's unlts-are I|sted on the Toronto. Stock Exchange under.the syrnbol ALA. UN The Trust

is included in the. S&PIT SX Gomposne index, the S&P/T SX Income, Trust Index and the S&PITSX Capped
Energy TrustIndex. - . ¢ 1. o« . :
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This news release contains torward~|ook|ng statements When used in this news release the words mar "would”, ‘oould' "will",
"intend", "plan”, "anticipate”, "believa”, "seek”, "propose”, "estimate”, "expect”, and similar expressions, as they relate to the Trust or an
affiliate 6f the Trust, are intendéd to |dent|fy forward-icoking statements. In particular, this news release contalns forward-looking
statements with respect to, among other things, business objectives, expected growth, results of operations, performance, busingss
projects and opporiunities and t‘nancral results. These statements involve known and unknown risks, uncertainties and other factors that
may cause actual results or avents to differ materially from those anticipated In such forward-tooking statements; Such statemants
reflect the Trust's current views with respect to future events based on certain material.factors and assumptions and are subject to
certain risks and uncertainties, including without limitation, changes in market, competition, governmental or regulatory developments,
general economic conditions and other factors set outin the Trust’s public dlsclosura documents. Many factors could cause the Trust's
actual resiilts; performance or achlgvernrits to vary from lhosé déscribed If this news reledse, including without limitation those listed
above. These factors should-not be construed. as exHaustive. Should one or more of these risks or uncertainties materialize, or should
assumptions.underlying forward-looking statements prove incorrect, actual resulls may vary materially from those described in this news
release as mtended planned anticipated, believed, sought, proposed, estimiated or expected, and such forward-looking statements
included in, or |ncorporated by reference in this news release, should not-be unduly relied upon. Such statements speak only as of the
date of this news release. The Trust does not intend, and doas not assume any obligation, to update these forward-looking statements.
The forward-looking statements contained in this news release are expressly qualified by this cautionary statement.

For furthertnformahon ‘contact: BAEC N TS . R A

R DR CEE ) . . LAl 0 -
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Media S vy s oo Investment Community . P Webs_it_e: www.altagas.'ca
Adrianne Hartley oy .o 1 -Sheena McKellar . ) Investor Relations
(403) 691-9873 * = T {403} 691-9855 ’ © 1-877-691-7199

dnanne hartlev@altagas ga't et sHaena mekellar@altagas.ca investor.relations@altagas.ca
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ALTAGAS REPORTS STRONG EARNINGS OF $32 9 MILLION o
IN SECOND QUARTER 2008 AND INCREASES DISTRIBUTION -

Calgary, Alberta (August G 2008) - AItaGas lncome Trust (AltaGas or the Trust) (TSX ALA, UN) today announced net
income of $32.9 million ($0 49 per unlt - basnc) for the three months ended June 30, 2008, compared to $21.1 mlllton
($0.37 per unit - basrc) for the same perlod of 2007 Excluding the unreallzed after-lax loss related to risk management
contracts of $1.6 millron and the, after-tax charge related to prolect development costs of $1 9 milllon recorded in second’
quarter 2008, net income was $36 4 mrllron ($0.54 per unit - basic). In’ second quarter of 2007 AltaGas reported anon-
cash charge related to the tax on income trusts, of $6. 5 mrl]ron _Excluding this non-cash tax charge net income for the
three. months ended June 30, 2007 was $27.6 million ($0 48 per unrt) B

3 ' 4 i

Net income for the six months' ended June 30, 2008 was $76.5 million ($1.06 per unit - basic) compared to $45.6 million-
($0.80 per unit - basic) for the same period in 2007. Excluding the unrealized after-tax loss reldted-to risk management
contracts of 1.3 million and the after-tax charges related to project development costs recorded in the first half of 2008,

net income was $73.7 million ($1 11 per unit - basic). Excludrng the non-cash tax charga raported in second quarter
2007, net income for the six months ended June 30, 2007 was $52.1 million’ {$0.92'per’ un|t) '

AltaGas also announced that the Board of Directors of AItaGas General Partner Inc., delegate of the Trustee, increased
its monthly cash distribution to $0.18 per 'Unit-($2.16 per unit annuallzed) from '$0:175 per Unit- ($2.10 per unit
annuallzed) payable on September 15, 2008 16 unithalders ‘of record on August .25, -2008. This»is AllaGas" fifth
distribution increase since converting to a trust in May 2004, which together represent a 20 percent increase . since
inception. AItaGas total drstnbutions declared in the second quarter of 2008 were $0 525 per untt

“Our second'quarter results and distribution increase reﬂect the strong performance ef our energy infrastructure
busingss. The gas and power businesses reported solid results, delivering value to our investors,” said David Cornhill,
Chairman and CEO of. AltaGas. “Laoking ahead to the.rest of 2008, we are contmumg on, track to delrver our estimated
mid-to-high smgle digit growth in earnmgs per unrt' O Cot ~ " - p

Despite turnarounds and operational downttme,dunng the qharter AItaGas gas husmess performed well prlmanly due .
to the Taylor acquisition. The Trust's effective commodrty hedgrng and-risk mrtrgatron strategies contrnue to, contrtbute to
its solid earnings, complemented by strong Albeda power prices and fractlonatlon (frac) spreads AltaGas contmues to
lock in power and frac spread hedges to take advantage of favourable rates. "This strategy worked well for the power
business, which reported strong results due! to hrgher hedge and spot pnces ) ‘ o caar

AltaGas continues to grow its business by pursuing growth through acquisition and development, as well as increasing
the profitability of existing assets. On July 31, 2008, the Trust announced a significant step in moving its renewable
energy strategy forward wrth the addition of both -Wind ‘and’ run-of-rlver hydroelectric development projects. The
acquisitions will add approximately 325 MW of run-of-nver development projects located in northwest Bntrsh Columbra
and more than 600.MW. of wind development projecls,. located throughout Western Canada and the Western Unrted
States. The acquisitions bnng AltaGas' total renewable energy capacity under construction and development fo
approximately 1,900 MW, :

“These opportunities help to strategically balance AltaGas as a gas and power infrastructure builder and operator, and
demonstrate our commitment to ensuring long-term, sustainable returns in the power business through a portfolio of
renewable energy assets,” said Mr. Cornhill.

Net income in second quarter 2008 was positively impacted by the addition of new gas infrastructure assets primarily in
the E&T segment, higher frac spreads and higher average prices received on the sale of power. These increases were
partially offset by the impact of turnarounds and lower throughput at some of the facilities, higher costs related to the
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power purchase arrangements,. highaer environmental .compliance. and transmission costs_ in the power business, the

unrealized loss on the fair value of risk management contracts and a charge related to project development costs as a
~project’s commodlty price exposures could fiot'be: aligned with the Trust's low-risk business model and commodity risk
’ slralegy Net inconie was also |rnpacted by hrgher mtérest expense and:lower income taxes. . - : o

“m e
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FINANGIAL HIGHLIGHTS ®: - e e ey

R

. Earnings before interest, taxes, deprecratron and amorllzatlon were, $53 8 mrlllon ($0 80 per unlt) for second
- - quarter compareg to-$43.1 million ($0.75 per unit) in the same quarter in 2p0? Ca e .
.+ Cash from operations was $79 1 mlllron ($1.17 per urut) for second quarter 2008 compared to $46 6 mrlhon ($0 81

per umt) for the same penod in 2007

. Funds from operations were $50.6 million ($0.75 per unit) for second quarter 2008 compared to $39 2 mrllron
($0.69 per unit) for the same pericd in 2007.

. Total debt at June 30, 2008 was $504.3 million, compared to $639.8 million at March 31, 2008 and $220.7 million
at December 31, 2007. The Trust's debt-to-total capitalization ratio at June 30, 2008 was 36.4 percent, versus 45.1
percent at March 31, 2008 and 27 .4 percent at the end of 2007.

M Includes non-GAAP financial measures. Please see discussion in the Non-GAAP Financial Measures section of the Trust's
socond quarter Management's Discussion and Analysis.

IN THE SECOND QUARTER ALTAGAS:

. Announced plans to spend approximately $55 million on projects to increase volumes and boost efficiency at its
Harmattan Complex. When the projects are completed in fourth quarter 2008, processing volumes at the Complex
are expected to increase by 30 to 40 Mmcf/d and it will increase AltaGas' ethane extraction volumes by 1,800 to
2,400 Bbis/d.

. Filed a prospectus supplement to the Short Form Base Shelf prospectus dated August 8, 2007. The supplement
establishes AltaGas' medium-term note (MTN} program and prepares AltaGas to access the Canadian MTN
market.

. Successfully completed an equity offering of 3,825,000 Trust unils at a price of $26.20 per Trust unit. The
underwriters exercised their over allotment option in full, acquiring an additional 573,750 Trust units at a price of
$26.20 per Trust unit. The total offering of 4,397,750 Trust units represented gross proceeds of $115 million. The
net proceeds of $110.1 million from this issue were used to repay bank indebtedness.

. Appointed Hugh A. Fergussen, B.A,, LLB, ICD.D to the Board of Directors. Mr. Fergusson is a board member for
Provident Energy Trust, Canexus Income Trust and the Alberta Electric System Operator. Mr. Fergusson was also
a board member of Taylor NGL Limited Partnership from 2005 to 2008.

SUBSEQUENT TO THE SECOND QUARTER:

. AltaGas entered into an agreement to acquire NovaGreenPower Inc. (NovaGreen), a wholly-owned subsidiary of
NovaGold Resources Inc. {NovaGold), for $35 million on closing. AltaGas will pay an additional $5 million to
NovaGold on completion of certain conditions subsequent. NovaGreen is developing the Forrest Kerr run-of-river
hydroelectric project, which is expected to have a capacity of 195 MW, In Northwest B.C. NovaGreen is also
pursuing three other development projects, all within the same region as Forrest Kerr, with a total potential run-of-
river hydroelectric capacity of approximately 130 MW,

. AltaGas agreed with GreenWing Energy Management Ltd. (GreenWing) to acquire GreenWing's 45 percent
interest in GreenWing Energy Development Limited Partnership (GEDLP) for $12.3 million. As a result, the Trust
will own 100 percent of GEDLP, which includes 640 MW of mature wind development projects and approximately
800 MW of early development wind projects in Western Canada and the Western U.S. This acquisition is expected
to close on August 15, 2008.

. Standard & Poor's Ratings Services (S8P) revised its outlook on AltaGas to positive from stable and affirmed the
BBB- long-term corporate credit and senior unsecured debt ratings. The outlook revision reflected the efficient
integration of Taylor NGL Limited Partnership, which AltaGas acquired on January 10, 2008, and the Trust's

-2 AltaGas Income Trust - Q2 2008
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earnmgs and funds from operations, which have omperformed S&P's'expectations. " - RPN
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AltaGas wn[l ho!d a teleconference today-at 2:00 p.m..Mountain time;(4: 00 p:m.:Eastern) to discuss lhe second quaner
2008 financial and operating results and, other general-issues and developments-congerning the Trust, Members of the
media, investment community and other interested parties may dial (416) 406-6419 or call toll free at 1-888-575-8232.
No passcode is required. Please note that the conference call will also be webcast. To listerr, please connect here: +°
http Ilevents onllnebroadcasttng com!altagas.'080608hndex php"page
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_Shortly after the conclusion of the call a rep|ay will be avanlable by dlahng (416) 695-5800 oF 1-800-408-3053 The
‘passcode’ is 3265966. The replay expires*at’ midnight (Eastern) on August 13 2008 The webcast will bé archived for
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BRI Management's ‘Discussion and Analysis : o

The Management’s Discussion and Analysis {MD&A) of operations and unaudited interim Consolidated Financial Statements presented
"harein are provided to enable readers o assess the results of operations, fiquidily and capilal resources of the Trust as af and for the
three and six months ended June 30, 2008 compared to the three and six months ended June 30, 2007. This MDEA dafed August 8,
2008 should be read in conjunction with the accompanying unsudited Consolidated Financial Statements and notes thereto of the. Trust
as at and for the three.and six months ended June 30, 2008 and with the audited Consofidated Financial Statements and MD&A
contained in the Trust's:annual report for thg 'year ended December:31, 2007.
iy A TR, . N

This MD&A contains forward-fooking statements. When used in this MD&A the words "may”, "would", "could”, "will", “intend”, "plan”,
“anticipate”, "helieve", “seek”, "propose”, -"estimate”, "expect”, and similar exprossions, as they refate to the Trust or an affiliate of the
Trust, are intended to identify forward-looking. statements. In particular, this MD&A contains forward-looking statements with respect to,
among others things, business objectives, expected growth, results of gperations, performance, business projects and opportunities
and financial resuits. Specifically, such forward-looking statements are set forth in raspect of the Trust's ovarall capital outiook as it
relates fo the variou$ projects under develdpment by the Trust under the heading "Capital Outlook®. In addition; such forward-fooking
statements are set forth'in respect of each of the Trust's principal business segments under the headings "Extraction and Transmission
- E&T .Outlook™, "Field ‘Gathering and Processing - FG&P Outlock”,:"Energy Services - Enargy Services Qutlook®, "Power Generation -
Pawer Generation Qutlock* and *Corporate * Corporate Outlook”, ™ -

o . A 1 . E

Thase statements involve known and unkridwn risks, uncertaintios and other factors that may cause actual fesults or events to differ
materially from those anticipated in such forward-looking statements. Such statements reflect the Trust's current views with respect to
future events based-oh cerain matarial fabtors and assumptfoﬁ§ and are subject to certain risks and unceriainties including without
imitation, changes in market competition; governmental or regulatory developments, changes in tax legistation; general economic
condmons and orher faclors se! out in the Trust's public disclosure documents. i ‘

C st e AR RO SN

Marly factors could cause the Trusl's or any’ particular segment's actual results, performance or achiavements to vary from rhose
descnbed in thrs MD&A mcludmg wrthour f:m:!anon rhose hstéd above and fhe assumpt:ons upon wmch they are based pmwng
rncon'ecr These factors should not be oonstrued as exhaustrve Should one or more of these risks or uncerfamttes materialize, or
should assumptions underlying forward-looking statements prove incomect, actual results may vary materially from those described in
this MD&A as intended, planned, anticipated, believed, sought, proposed, estimated or expected, -and such forwari-looking statements
included in this MD&A herein should not'be‘undufy rolied upon. These statements speak only as of the daté of-this MD&A. The Trust
does not intend, antd does not assume any obligation, to update these forward-fooking statements exceplt as reqlmed by law, The
farward-looking staterments contained in this MD&A are expressly-qualified as caut:onary statements. A '

!
[N t

Additional inforrnatioh‘:'rerating fo AltaGas can be found on its'website at www.altagas.cd. The continuous disclosure malenals of the
Trust, including its annual MD&A and audited financial statementS, Annual Information Form, Information Circulef, Businéss Acquisition
Rsport and Proxy S(atemenr malerial change raports and press releases issued by the Trust, are also available’ through the Trust's

websrre or directly thmugh the SEDAR system at www.sedar.com.
. 5 "

"

‘ALTAGAS INCOME TRUST e P

The material busmesses of the Trust are operated by AIlaGas Ltd., AltaGas Operating Parlnershlp. AltaGas Limited Partnershlp and
AltaGas Pipeline Partnershtp. Taylor NGL lelled Partnershlp (T aylor) as well as AltaGas Energy Limited Partnershtp (formerly known
- as PremStar Energy Cahada.Limited Partnershlp) and ECNG Energy L.P. (collectively the operating subsidiarias). "The cash flow of the
Trust is solely dependent on'thésresults of the operating subsidiaries and is derived from operating income' eamed from partnership
interests' held by AltaGas Holding..Limited Parthership No. 1, (AltaGas LP #1), from ‘interest eamed on:loans to the operating
subsidiaries and from dividends or retums of capital from equity interests held within the Trust structure. - -« -
AltaGas General Partner Inc., through its Board of Directors, the members of which are elected by the Trust at the direction of the
holders of the units, has been delegated by the trustes of the Trust to manage or supervise the business and affairs of the Trust,
AltaGas Ltd. provides all management, administrative and operating services to the Trust and its subsidiaries.

4 AltaGas Income-Trust - Q2 2008
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CONSOLIDATED FINANCIAL RESULTS . .- <7y - o+ - Three Months Ended” | = Six Months Ended
. June 30 June 30
($ millions) - STt Y2008, -12007 . - 2008 2007
Revenue © - "V = T . T e e 487.1 3418 931.5° 769:8
‘Unrealized gains {losses)onrisk -~ - Tl ’ o Sodtom - '
*+*management : T U (2 9) 04" v = {23 ¢+ T+ 05
Net revenue() RS | O R R : (¢ ) I +228.0 159.4
EBITDA! 53.8 43.1 117 4 843
'EBITDA before unrealized gains (Iossas) on .. e Tt 2 . :
risk management{" Coe Lt BBTT L . 42T '119.7 - ' 838
Operating income( - Co R 37.00 v 0312 o B46 . 60.3
Net income - EE 329 ¢ 211 70.5 - 456
Net income before tax-adjusted unreallzed T.oowe T el o Co ’ -
gains (losses) on risk managementt™ .. v 345 . 211 R A It R -46.1
Net income before tax(?) 4 ow. 30T . 28.2. 71:3 .- . 54.1
Total assets v 2,069.2 1,179.6 2,069.2 - 1,179.6
Total long-term liabilities 784.6 . . -375.0.. -, 784.6 - 375.0
Net additions to capital assets 17.2 (19.2) 671.2 (14.0)
. Distributions declared® s e o387 ~29.2 703 . .. -58.2
.Cash flows . : Lo e SRR . e
Cash from pperations S T8 ey - 486 1173 92,7
- Funds from operations!" 50.6 239.2; L, e 1070 774
. Lo B N O LT L L AP PP
Three Months Ended Six Months Ended
. June30- . "ol - ---June 30
($ per unit) .. 2008 4.2007. - .. 2008-. 2007
EBITDA(” - .0.80 - 075, 1.77. 1:48
EBITDA before unrealized gains (Iosses) on R - Lo
risk managementt” . - - : 0.84 -0.75. . - 181 .1.47
Netincome.- basic.,. . . | . e e . s 049 . 0.37 . 1.06 | 0.80
Net income - diluted g e T ~-049 - - . <037 -, . 1.06;., . - .0.80
Net income before tax-adjusted unrealized
gains (losses) on.risk management¥ .. . | - 0.51.. <037 - e 108, L -0.81
.Net income before taxi? 0.46 . ,0.49. - 108 . -. ... 095
Distributions declared® 0.525 . 0.51 1.05 . » 1.02
Cash flows o o , oo
Cash from operations 1.17 0.81 1.77 1.63
Funds from operations® 0.75 0.69 <, 182, 1.36
Units outstanding - basic (millions) - . L L " )
During the period®® 674 §7.2 L i 662 , .. 569
End of pericd 70.9 57.5 - 70 9 5§75

). Non-GAAP financial measure. See discussion in Non-GAAR Financial Measures section of this MD&A.

3 Weighted average.

A "

2 Distributions deciared of $0.175 per unit per month:commencing in. August-2007. From January 2007 to July 2007 distributions of
$0.17 per unit per month were declared.- Lo : B 5 oo
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CONSOLIDATED FINANCIAL REVIEW

Three-Months Ended June 30-- = .»* 77« e % omen P b a wooe et
Net incoine for the three months endéd- June 30;:2008 was $32.9°million ($0.49 per unit - -basic) compared to $21.1
million (30.37 per unit - basi¢) for the same-périod in 2007 Excluding' the' after-tak loss of $1.6 millibn related to risk
management-contracts and the after-tax charge of $1.9 imillion related to costs'incurred on develdpment projects, net
income for the three months ended June 30, 2008 was $36.4 million ($0.54 per unit - basic). Excluding the specified
investment flow-through {SIFT) tax of $6.5 million reported in second quarter 2007, net income for the three months
ended June 30, 2007 was $27 6 ml||I0n ($0 48 per unit - basrc) e '

TN .. [
P P ' EESY ' : . -n
‘i . . Pt . v T oo . P ol ! . - -

Operating income from-the gas business.was $23.7 million in second 'quarter 2007 comipared to $16.9 million in same
quarter 2007. Opeérating'income increased prifarily die to the 'larger enérgy-infrastructure asset base as a result of the
“Taylor acquisition ‘i’ Janudry 2008 and ‘higher frac spreads and rates, which were partially offset by lower throughiput in
some of the field gathering'and processing (FG&P) operating areas. During the second quarter results were impacted by
the turnarounds at the Harmattan and Rainbow Lake facilities. The Harmattan Complex is on a three-year turnaround
cycle while the Rainbow Lake facility is on a four-year cycle. Results ware also lmpacted by the unscheduled plant
shutdowns at the Princess and Clear Hllls facrlltres ¢ g ‘

',‘\r..."' o Y ‘-.. " . s ' [

In‘the poWer-busines's, operating income was $29.4 illiohin second quarter 2008 compared to $20.6 million in second
" quafter '2007: Ogperating income “incressed due to 'a higher average price received on the sale of power, ‘higher
* contribution- from the peaking plants*and a deferral account setflernent from the Alberta Electric System Operator

(AESO), partially offset by higher costs related to the ‘power. purchase arrangements (PPAs), higher environmental

compliance costs and higher transmission costs.

Lo Rt S N LI A TP S S S Co el T

Operating los¢ intthe ‘¢ofporate’ segent ‘incieased primarily due to the unrealized loss in 1hé fair value of risk

" management’ contracts; higher ‘operaling ‘and' administrative<costs and charges related to project development costs
where commodity” price-éxposires colld hot be aligned with the Trust's low-fisk businéss model and commodity risk
strategy.

On a consolidated: basis! fiet reveriuefor the quarier ended June 30, 2008 was $117.3.millioh compared to $80.1 'million
in the same quarter of 2007. In-the gas busiriess, net reventie increased due to® additional-éxtraction, processing and
transmission facilities, higher frac spreads and higher-rates’and other revenues in FG&P. Thest increases were partially
offset by lower throughput at some of the FG&P facilities, the sale of assets in mid-2007 and lower fixed-price gas and
* transport-salgs and lower volumes in the Energy Service§ ségment: In the power busingss, net révenue increased due
''to"a’higher average price receivéd:'on the'sale of pdwer, "higher confribution frori the peakirg plants and-a deferral
account settlement from the AESQO, partially offset by higher costs related to the PPAs, environmental compliance costs
and transrn:ssuon costs In addition, an unrealized loss on the fair value of nsk management contracts decreased net

(W

ravehue. i .- T o . R

i .

B L L TS PR O R L
Operating and administrative axpense for secand quarter 2008 was- $63:4 -million up from $37.0 million in the same

- quarter of 2007. The .increaSe was 'primarily due to new and-expanded- facilities and turnaround costs in the gas
business, increased ‘costs to-support the ‘growth of the Trust and project devélopment cdsts ‘expensed in the guarter.
" Project costs were -expensed as a' prolect's commadity exposures could not be alrgned with the Trust's low-risk business
model and commodlty tisk strategy. A - . : . ' '

TINE .o A SEeor Lo ec.oom

Amortization expense for second quarter 2008 was $16.8 million compared to $11.9 million in the same quarter last
year The increase was due to the Taylor ECQUISIthﬂ partiafly offset by the sale of assets in mld-2007

FE e S T )

- Interest-expense for second quarter 2008 was $6.3'million compared to:$3.0 ‘million in the same quarter of 2007, The
increase was dueito higher'average debt balancés of $615.9 million compared-to $240.0 milliér for the same period in
2007 padially offset by a lower interest rate. The average borrowing rate was 4.6 percent in second quarter 2008
compared to 5.3 percent for second quarter 2007.

& AltaGas Income Trust - Q2 2008
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In second quarter 2008 the Trust reported an income tax recovery of $2.2 million compared to an income tax expense.of
$7.1 million in the same quarter last year., The decrease was primarily due to the $6.5 million non-cash charge in 2007
for the SIFT tax that resulted from, tax legislation substantively enacted.on-June 12, 2007, $1.8 million from the tax
impact on unrealized fosses related to risk management contracts and a.decrease of $1.1 million.dus to lower income
.Subjecttotax. - . . ot LLoowTnoro g O R ’
Cotee e L v S N T PO :
Six Months Ended June ki) Gt s e LT :
Net income for the six months ended June 30, 2008 was $70 5 million ($1 06 per unlt basu:) compared to $45 6 million
{$0.80 per unit - basic) in the same perjod last year. Excluding -the impact;of $1.3 million -after-tax loss on risk
. management contracts and the afier-tax charge of $1.9.million recorded in the.second quarter, related to costs incurred
on project development projects, net incomé was $73.7 milllon ($1.14, per. unit -, basic). Excluding the SIFT tax of $6.5
- million reported in second quarter. 2007, net income.for the six months: ended June 30,.2007 was $52.1 million {$0.92
'per unit - basic). - e T S SIS . .
Operatmg income from the gas busuness was $52 6 mllllon in lﬁe f rst half of 2008 compared to- $30 A1 mn!llon in lhe
same period 2007. In the power business, operating income was $55.3 million in the first half of 2008 compared to $42.7
million in the same period 2007. in the first half of 2008 operating income fromthe gas and power, businesses were, 48
percent and 52 percent respectively of total operating income compared to 41:percent and 59. percent respectively for
the. first half of 2007. The improved balance between the-gas and power businesses for the fi rst half of 2008 reflects.the
impact of the Trust's strategy to have a more balanced portfolio of assets. |, - - : - .

.- ) i e . . . .
In the gas business, operating income increased mainly due to the Iarger energy |nfrastructure asset base as a resuil of
the Taylor acquisilion and higher frac spreads.and rates, which were-partiafly offset by lowenthroughput-in some of the
FG&P operating areas. During the first half of 2008 results were impacted by the tumarounds at:the Harmattan and
Rainbow Lake facilities. Results were also impacted by the unscheduled plant shutdowns.at the Princess and Clear Hills
facilities. . '

L AR S

In the power business, operating income increased due tp a higher. average prica received.on the sale of power, higher
-contributions from the peaking plants and a deferral accoint settlement from the AESQ, partially offset by higher costs
related to the PPAs, higher environmental compliance costs and higher transmission costs. -~y , . . .

A e e e e F S - O T ORI P
Operallng Ioss in the!corporate segment |ncreased prlmaglyudue lo the unreallzed -loss. in the fair value Oful‘lSk
.management contracts, charges related tp project development costs, lower investment-income and-higher operating
and administrative costs. . R : ST Lt ool

. c ‘ i : T S s
Consohdated net revenue for the six months ended June 30 2008 was $228 0 million compared to $159. 4 millign.for-the
same pericd in 2007. In the gas business, net revenue increased due to additional extraction, processing and
transmission facilities, higher-frac spreads and higher rates and other revenues in FG8P. These increases were partially
offset-by lower throughput at;some,of the FGAP facilities, the sale of assets-in mid-2007. and lower fixed-price gas and
transport sales and lower volumes In-the Energy Services.segment. In the power. busingss,: net revenue increased due
to a higher average price received on Lhe sale of power, higher contribytions from, the peaking plants and a deferral
account settlement from the AESO partially offset by higher costs related to the PPAs, environmental compliance costs
and transmission costs. In addition, an unrealized loss on the fair value of risk management contracts decreased net
revenue. Sy - - - R S n,- RS T
Operating and adm|n|stratwe axpense for the six monlhs endad June 30, 2008 was $110 6 m|lllon compared to $75.1
million in the.same.period |ast year. The.increase was due to,additional costs related.to new facilities, turnaround costs,
higher compensation and administrative.costs-and project development costs:gxpensed-in second quarter 2008,

[
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‘Amortization axpense for.the six months.ended June 30, 2008 was $32.8 million compared to $24.¢ million in the. same
period last year.. The increase was primarily due to.new and- expanded facilities in the gas business, partially offset due
to the disposition.of assets in second quarter 2007. R 2

- "

P

AN .-

Interest expense for the six months ended: June 30, 2008 was $13.3 million compared to $6.1 million-in the same perigd
last year. The increase was primarily due lo a higher average.debt. batance of $596.6 million compared to $248:1 million
in first half of 2007, pariially offset by slightly lower borrowing rates. The average borrownng rate for the first half of 2008
was 4.9 percent compared to 5.2 percent in the same penod in 2007. o . ST e
- R S T TS I e, e [ ' H "",';". - " .

!ncorne tax expense tfor the first half of 2008 was $0 8 rnllhon compareﬂ 1o $8.5 mltllon in the same perlod in 2007, The
decrease was primarily due-to the $6.5 million non-cash charge recorded in second quarter 2007 for the SIFT tax and
$1.7 .million tax impact on unrealized losses related to.risk management-contracts-partially offset by $0.5 million increase
due to htgher income subjecl totax. ..o - S S

RN ) . . P e . o - A -
CAPITALOUTLOOK Tt L

In second quarter 2008 AltaGas increased its capital expenditures estimate to approximately $225 million from $150
million estimated in first quarter 2008 The estimate for 2009 remains unchanged at $250 million. The expenditures are
expected to be split dpproximately 45:percent gas and 55 percent: power in both years, These estimates are based on

projects that are in various stages of development.

Forrest Kerr and Other Hydroelactric Projects u " “

AltaGas. acquired-NovaGreenPower :Inc. .(NovaGreen) for $35 million with an additional $5 million on completion of
-certain conditipns.-NovaGreen:was-devejoping the Forrest Kerr run-of-river hydroelectric project, which is expected to
*have capacity.of 196- MW in; Northwest:B.C.»NovaGreen was also pursuing three, other development projects all within

the same region as Forrest Kerr with a total potential run-of-river hydroelectric capacity of approximately 130 MW...

.GreenWing Energy Bevelopment Limited Partnership ST T S
-The:Trust has- entered: into an agreement with Greenng Energy Management le {Greenng) to acquire
GreenWing's 45 percent interest in GreenWing Energy Development Limited Partnership (GEDLP) for. $12.3 million. As
a result, the Trust will own 100 percent of GEDLP. The acquisition is expected to close on Auguet 15, 2008. The
acquisition of the remainder of GEDLP results:in AltaGas holding 640 MW of mature wind development projects, and
approx:mately 800 MW of early development wind projects in Westemn Canada and Western United States.

. N
Bear Mountathmd Park, -~ "7 ° T T )
Construction of the 100 MW wind farm near Dawson Creek, Brmsh Columbia is on time and on budget. Foundations to
‘support turbine construction ara 15 percent complete, )
Sarnia Airport Storage Fool Project .. -, - -
AltaGas.owns a 50 percent inlerest in the Samla storage project, with the other 50 percent belng owned by Market Hub
Pariners Canada L.P., a Spectra Energy Corp. partnership. The pI'OJeCl is expected to provide more than 5 Bef of
working capacity and deliverability of approximately 52 Mmcf/d and will include three new wells, a compressor plant and
approximately 18 kilomelres of pipeling. The Ontario Energy Board has approved the gas storage area; authority to
inject gas into, store gas in, and remove gas from the storage pool; and the building of 18 kilometres of natural gas
pipeline and the associated surface facilities within the proposed Sarnia Airport Pool. Construction is expected to begin
in Augist 2008. The project is expected to be‘in operation by mid-2009. AltaGas' share of the project is expecled to cost
approximately $25 million. i i '
Run-of-anerHydroelectrlc Plants Under Development‘ o S
Prior to the acquisitionof NovaGreen, AltaGas has under development a number of run-of-nver hydroelectrlc projeclts
-with approxlmate capacity of 70 MW of renewable energy. The pro;ects are. at varipus stages of development The 14-
MW Rainy Rlver pro;ect located near G|bson B C.is in the advanced development stage and will be bid into B.C.

+ v
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Hydro's Clean Power Call in November 2008.  Rainy River could be operational:as early as 2010. The-Log Creek and
Kookipi Creek projects are each 10-MW run-of-river hytiroelectric facilities in-the final-stages of permitting and licénsing.
Both facilities have 40-year electricity purchase agreemants with B.C. Hydro with-expected in service dates of 2010. The
total estimated capital cost of these three projects is estimated to be $120 to $130 million and is not included in the
capital: expenditure estimates disclosed above. Three:other projects are in-earlier stages -of development The run-of-
river pro;ects under developmenl are subject to vanous regulalory and envrronmental approvals; '

L . aig ) ; i . ot e A Y

Ethylene Dellvery System Upgrade e WOTe T MR fe g S
AltaGas is investing approximately $12.5 million to upgrade its Ethylene Delivery System (EDS) prpehne The upgrade
involves replacing approximately 12 km of existing -12-inch diameter pipeline with’ greater wall thickness pipe to meet
regulatory requirements associaled ‘with ahiincrease’ in residential population density-in.the vicinity of the pipeline.
AftaGas will receive a’fixéd, trahsport-or-pay fea and ‘will have full recovery -of.actual ¢osts incurred.in operating the
upgrade under cost-of-service arrangements similar to existing arrangements for the EDS. The upgrade will be
constructed during the fall of 2008 and is expected to be tied-in to the existing system by the end of the year wrth
minima! downtime required for the existing pipeline to tie-in the upgrade. -

! L R i R ' =T
The above dlsclosed prorects are second quaner updates For information on alltoutstandrng AltaGas projects, please
see the 2007 Annual Report and the first quarler 2008 report. All projects in.the 2007 Annual Report and first quarter
2008 report which are not discussed here are on track for timing of completion and on budget. -~ . -, - -

NON-GAAP FINANCIAL MEASURES

This MD&A cantains references to certain financial‘measures that do'not'have’a ‘standardized ‘meaning prescnbed by
‘Canadian generally accepted accounting principles (GAAP) and miay not bé 'comparable torsimilat measures presented
by other entities. The non-GAAF measures and their reconciliation to GAAP financial’ measures arg’ shown below. All of
the measures have béen calculated consistently with previous disclosures. + " 7 . e e DT

References to net revenue, operating income, EBITDA, EBITDA beforé unrealized: gains (losses) on risk management,
net income beforé tax-adjusted unrealized galns {losses) on risk management; net income before tax and funds frorn

operatrons throughout this documenl havethe meanmgs as set out iin this sectron e

Net-Revenue W e R " v Three MonthsiEnded* - :' Six Months Ended
- T R - S I R e Lt T Junel30 o © June 30

{$ millions) 2008 2007 2008 2007

Net revenue 117.3 80.1 7~ 228.0u1 159:4

Add: Costofsales =~ " T ST 3698 1 - 2617 -0 T703.5 16104

Revenue (GAAP financial measure} - 4874 T V34180 Y 935 T T769.8

Net revenue, which is revenue less the cost of commodities purchased for sale ahd shnnkage is a better reflection of
performarice than revenue, as changes in the' market pnce of -natural gas' attd | p0war affect ‘both revenue and cost of
sales. nl R P T . .

AR By St H FE LR e .. -
M Waan e DR R . i

Opaerating Income ' o ' - "'~ - Thiee Months Ended- ©  *  Six Months Ended
t CooEe R "June 3 et “June 30
{$ millions) ‘ R a Tt 2008 Th2007 - 20080 02007
Operating income e e ST - 370 T 32 846 - - 603
Add (deduct): interest expense (6.3) (3.0 (1‘3 3 82
Income tax recovery (expense) 2.2 (7.1} (0.8) (8.5)

Net income (GAAPﬁnanciaI measure) o 32.9 o211 70.5 o ‘45._6

Operating i income i§ a measure of the Trust's profi lablhly from its pnncrpal busrness actrvmes pnor to how thése' activities
are financed or how the results are taxed. The'méasure is used by management to assess the operatlng performance of
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the business segments as it is a.better-indicator, of -operating performance. than net income. Operating income is
calculated from,the Consolidated Statements of Income and Accumulated Earnings-and-is defined as net revenue less
operating and administrative expenses and amortization. -~ = . . - -, . -

‘EBITDA - R RS Three Months Ended Six Months Ended

. St June 30 June 30

(% millions) . -. " . 2008 2007 2008 - 2007

EBITDA . R 53.8 43.1 1174 . 843

Add (deduct): . —-Amortization N ' (16.8)- . v .u (11.9) . (32.8) - (24.0)

N Interest expengse =~ T T T T TTUes) . (3.0) . (13.3) (6.2)
" Income tax recovery (expense) T T 2.2 (7.1~ ~ (0.8) '{8.5)

Net income (GAAP financial measure) ., e . 329 . 211 70.5 456
EBITDA is a measure of the Trusts operating profi labrllly EBITDA prpwdes an |ndrcat|on of the results generated by the
Trust's principal business activities prior to accounting for how these activities are financed, assets are amortized or how
the results are taxed. EBITDA is calculated from the Consolidated Statements of Income and Accumulated Eamings and
is defined as net revenue less operating and administrative expenses.

"EBITDA Before'Unrealized Gains (Losses) on Risk =~ Three Months Ended Six Months Ended

Management , o S June 30 June-30 .
{$ millions) - Cy v . 2008, - 2007 2008 2007
"EBITDA before tinrealized gains ﬂosses) on risk management C 88T 427 119.7 838
“*Add (deduct): ~ “Unrealized gains’(losses) on‘risk'management = = ° (2.9) 04 (2.3} 0.5
. v - Amortization . . ; A e -(16.8)  (11.9) {32.8) | (240
. Interest expense ., f oo oy 16:3) ~(3.0) (13.3) . {6.2)
. : ' Income tax recovery (expense) e e .22, (7). (0.8) o (8.5)
Net income (GAAP financial. measure) T - 7 X T IR 70.5 456

A . . . . e 0T Y T P L .o - PN .

EBITDA before unrealized gains (losses) on risk management is a measure of the Trust's operating profitability without
the impact of the change in fair value of risk management contracts. EBITDA before unrealized gains or losses on risk
management reports the results of the Trust's principal business aclivities on a realized basis and prior to-how business
achvmes are ﬁnanced assels are amortrzed or how the results are taxed. AltaGas does not speculate on commaodity
prrces but rather enters into fi nancral instruments to manage risk, and therefore evaluates company performance prior
to the accountrng of the unreahzed gains,or losses from risk management activities. EBITDA before gains or losses on
-nsk management is- calculated from the- Consohdated Statements of Income and Accumulated Earnings and is defined
as net revenue adJusted for unrealized gams or losses on risk management less operating and admlmstratrve expenses.

Net Income Before Tax-AdJusted Unreahzed Gains (Losses) Three Months Ended Six Months Ended
..on Risk Management : oo June 30 June 30
-{$ millions) - . " st e e 2008 2007 2008 2007
Net income: before lax-adjusled unrealized gains (losses) on - 345 211 71.8 46.1
risk management . .
 Add (deduct): Unreallzed galns(losses) on risk management L(29).. . 04 ' (2.3)' 0.5
. C Income tax recovery (expense) on risk ) L
v management ' " o 13 o4 . 10 (1.0)
Net income (GAAanancraI measure) N . . 329, . 21.1.. . 705 . 456

Net income before tax-adjusted unrealized gains (losses) on risk management is a better refiection of actual
performance than net income, as changes related to risk management are based on unrealized estimates relating to
commodity prices and foreign exchange rates over time, AltaGas enters into financial instruments to manage risk, not as
a principal business activity and therefore evaluales company performance prior to accounting for the unrealized gains
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(losses) from risk management activities. Net incoma before tax-adjusted unredlized gains (fosses)} on risk management
is calculated from the Consolidated Statements’ of Income and ‘Accumulated Earnings-and is‘defined as net income
adjusted for unrealized gains (losses) on risk management and its related income tax expense, -+ . ¢+ - . -F

Netincome Before Tax = . .- i . Three Months Ended Six Months Ended

o T June 30 June 30
{$ millions) ) R 2008 2007 2008 20'0.7
“Netincome before tax = R 30.7 282 71.3 54.1

Add (deduct): . Income tax recovery {expense) 2.2 (7.1) = - ~{0.8) "+ (8.5)

tNet income (GAAP financial measure) -+ 329 “21.10 T 705 456
Net income before tax is a better reflection of performance because it is not dependent on how those results are taxed
which can change from year to year. Net income before tax is calculated from the Consolidated Statements of Income
and Accumulated Earnings and is defined-as net income adjusted for income tax expenses of recoveries. e

L _r . LN
. . R .. s N LI PR E

Funds from Operations” - . : AR - . Three Months Ended - Six Months -Ended

; o *June30 .- -+ - June 30
{$ millions) 2008 2007 2008 2007
Funds from operations . ' .- 506~ T 382 0 107.0 - 77.4
Add {deduct):  Net change in non-cash working capital 28.6 7.4 105 ~ *15.4
: Asset retirement obligations settled T 2 . e | I {0:1)
Cash from operations (GAAP financial measu’re) YoTe T ne2yeq 07 466 -7 ME3 - 827
I " . v N S, T g W e N i

Funds from operations is used to assist management and investors in analyzing fi nancnal performance without regard to
changes in the Trust's non-cash working capltal in the period. Funds from operations as presented should not be viewed
as an altemative to cash from operations, or other cash flow measures éalcalatéd in acgordance wﬂh GAAP. Funds from
operatlons is calculated from the Consolldated Statements of Cash Flows and is defined as cash’ provnded by operating
activities before changes in non-cash working capita! and expenditures incurred to settle asset retirement obllgattons.‘

RESULTS OF OPERATIONS BY SEGMENT A . R s

L

Operatmg Income e TR . Three Months Ended =~ Slx Months Ended
' ST _ S AR ‘ "June 30 June 30
($ millions) LT e Tiogggt R RTa607 T 2008”2007
Extraction and Transmission T 77188 -7 88 7 436 173
Field Gathering and Processing ST - g 'sd 0 104 106
Enargy Services (0 9) 17 LA ) 2.2
Power Generation ' T 394 v <308 0 553 ) C 427
Corporate (16.1) 63) ' (233) (12.5)

o . ee ... 37000 0 312 84.6 60.3

EXTRACTION AND TRANSMISSION .

The Extraction and Transmission (E&T) segment consists of interests in six ethane and NGL extraction plants five
natural gas and three NGL transmission systems. As a result of the Taylor acqunsmon in January 2008, AltaGas added
interests in the Younger Extractlon Plant in British Columbia,. acquired the Harmattan Complex the Ethane Delivery
System (EDS) ahd Joffre Feedstock Pnpellne (JFP) in Alberta and increased its ownershlp in'the Joffre extraction plant
to 100 percent from 50 percent.

P . R [T N ' L .. . .
I . k4 e R . . i

£
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Financial Results Three Months Ended Six Menths Ended
June 30 . . : June 30

ABmillions) , . o, . o AL e “ o . 4,, 2008 .- - 2007 - . 2008 - . 2007
Revenus , b e e e e e e 12 336.- , . 2202 .. 710
Netrevenue . .- -~ - .- T T 444, 153 89.7 - 311
Operating and admlmstratlve expense Yooy e e . P e 184 50 45 330-+ .98
Amortization expense 6.9 2.0 131 40
Operating income . . ¢ .z, e oy ... s, (188 - 88 . 436 . T3
' " B L VI P T R PO CLETE TR S S - T A,
Operating Statistics R T N T R .. - Three Months-Ended . Six Months Ended
June 30 June 30

DT R T T P o 2008 . . 2007 - --2008 2007
Extraction inlet gas processed (Mmcfld)l” e P £ 417 814 - 443
»,, * » Extraction.ethane volumes(Bbls/d)}! | ;4. 23,796 - ;12982 . 26,085 14,305
Extraction NGL volumes.(Bbls/d)® . .~ ... . . . 11,539 .. 6,840 12,481 6,909

Total extraction volumes (Bbls/d)" 35,335 19,822 38,566 21,214
. Frac spread - realized (3/Bbly® . .~ . . < %, . 27161 % 1777 § 26.88 § 14586

Transmission volumes {(Mmeffd)x2 . . . . ., . . 380 407 388 . 408

PR . .
tr S T I~

)" Average for the period.
2 Excludes natural gas liquids pipeline volumes.
R AltaGas reports an indicalive frac spread or NGL margin, expressed in dollars per barrel of NGL whrch is denved from Edmonton

postmgs for propane, "butane'and condensate &d the daily AECO natural gas pnce N

N

Three Months Ended June 30
ln second quarter 2008 operatmg |ncome in the E&T segment accounted for approximately 35 percent of operatlng
|ncome from the " operatmg segments compared to 23 percent in second quarter 2007. Operatmg income’in second
quarter'2008 was $18:8 m|Ihon moré‘than’ déuble’ the $8:8 rillion reported for the same penod in 2007. The primary
“conttibltor to the | mcrease in operatihg incomé'Wwa's the addition of néw extraction and transmission facilities with the
Taylor acquisition. Operating‘income also increased diie t& higher frac spreads in sécdnd’ quarter 2008 compared to the
same period in 2007. A major scheduled turnaround occurred in the second quarter at the Harmattan Complex which
cost approxrmately $4.0 m|II|on in operatmg expense and Iost revenue Turnarounds of this nature are scheduled every
lhree years e ' : : !

P . PR F, - e o2 . e e -,
B T L LTV B R SELT L -

Ty e w? M

*Average ethane-ahd’NGL volimeés in'the Extraction business incredsed 78 parceént in second quarter 2008 compared to

same quarter 2007, mainly due to the addition of the Harmattan Complex, Younger Extraction Plant and the remaining
50 percent ownership in the Joffre plant Natural gas volumes _transported :n the transmission business during the
"second’ quarter: 2008 decfeased from the same quartér in 2007 ‘due to lower véluriies moved on the Suffield system,
However in the transmission business; plpellne throughput has m:mmal :mpact on the financial results due to cost-of-
servrce and take-or-pay contractual arrangements in place sl S o T -

LI Ll ot ot O A .- ar

5.° PEA [

" Net revenle in sécond- -quarter 2008 almost tripled’to $44.1 million, up from $15 3 million in the same penod in 2007. Net
revenue increased by approximately $28.0 million primarily as a result of the éxtraction and transmission assets
acquired with Taylor or approxlmately 97 percent of thts increase. Net revenue also increased by approxnmately $1.0
m||||on due to hlgher frac spreads in second quarter 2008 compared to the same penod in 2007

* Operating and administrative e‘xpen's'e in sécond qtlarter 2008 was $18.4 million: cofnp‘a‘red tc $4.5 million for-the same
period In’ 2007, THE increase was mainly due to 'the costs incurred to operate the new facnhtles acqutred in January
- 2008. Costs in second quérter included approxlmately $2 5 ml||l0l'l rélated to the' turnaround at Harmattan '

' a ¥ Fad
1 o b Y .

Amortization expense in second quarter 2008 was $6.9 million compared to $2.0 million for the same period in 2007.
The increase was due to the Taylor acquisition.
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Six-Months Ended June 30~ '
Operating mcome in the E&T segment for the first half of 2008 was $43.6 million compared to $17.3 million for the same
period in 2007.- The primary contributor to"the increase in operating income was the addition of new extraction and
transmission facilities with the Taylor acqisisition. Operating income also increased due to h|gher frac spreads and was

partially offset by lower volumes processed through the Edmonton extraction plant.” © "%+
1

:

.

In 'lhe first half-of 2008, average ethane”and NGL volumes increased primarily as a result of the addition of the
Harmanan Complex, Younger Extraction Plant and lhe remaining 50 percent ownership in the Joffre plant Transmlssmn
volumes decreased sllghlly in the first-half of 2008 due to lower volumes on the Suffield system. - ;

Net revenue was $89.7 million in the first-half of 2008, compared to $31.1 million for the same period in 2007, Net
fevenue increased by $53.7 million primarily as a result of the extraction and transmission-assets acquired with Taylor.
Nat revenue also increased by approximately $4.0 million due to higher frac-spreads-and $0.8 million due to higher
volumes of NGLs exposed to frac spread in-the first half of 2008 compared to the same period in 2007.

Operating and administrative expense in the E&T segment for the first half of 2008 was $33.0" million compared to $9.8
millien for the same period in 2007. The"i'ncrease_was mainly due to the costs incurred to operate the new facilities
acquired in first quarter 2008. Operating and administrative costs in the first half of 2008 included approximately $2.5

million related to the Harmattan turnaround. Vo . 5

. . . v I S . eonT . R * Cte N3
Amortization expense for the first half of 2008 was.$13.1 million compared.to $4.0.million for the same period in 2007.
The increase was due to the Taylor acquisition in January 2008.

- T PR T

E&T Qutlook . .. Cheases e R

Results in the E&T segment are expected to |ncrease matenally in. 2008 The addmon of new extractlon and
transmission facilities with the acquisition of Taylor hag. added approxlmately 1 Bcfld of |n|et processmg capacaty, 23 500
Bbls/d of NGL production and 140,000 Bbls/d of NGL transportatlon capacity. Operatlng income in the E&T segmenl as
a percentage of total operatmg income from all operating segments | is expected to increase from 25 percent in 2007 to
approxlmately 40 percent 1r_\,12QOB Lo e

e s
The current 2008 capi‘tal erogram is eipectedjt-o further enhance this segment's performance. Beginning_'in fourth
quarter 2008, volumes processed are expected to increase as a result of the $55 million capital prograrh underway to
consolidate processing facilities and optimize and upgrade the Harmattan Complex, resulting in increased utilization and
lower operaling costs. S e s e . S S I U I e
. . R [ S e T T I
Approximately 12 percent (5,000 Bbls/d} of total .exiraction volumes produced are sold at market price, and
approximately 60 percent.of those volumes have been hedged at over $23/Bbl for the remamder of 2008. Approxrmately
60 percent of exposed volumes has been hedged at over $27/Bbl for 2009 and approxxmately .15 percent of 2010
exposed volumes have been hedged at over $27/Bbl. Based on management's analysis of historical NGL prices along
with industry published commodity prices, the current forward curve indicates.that frac, spreads remain strang for the
remainder of 2008 between $25 and $30!Bbl ' ' : ‘

.o T
v -

. S . .
BTN = .- -

On July 24, 2008 a f ire occurred at the Harmatlan Complex. The f ire, occurred |n a natural gas-fi f red heater and was
contained to the heater. Operatlons were resumed on July 28, 2008 with some extractlon functlons temporanly limited.
The Trust expects the Complex.to be fully operational by mid-to-late August and is currently processing.approximately
140 Mmcf/d in shallow-cut mode, similar,to levels prior tpllthe_.ipeident,‘ The financial jmpact of the incident is expected to
be approximately $0.75 million due to_,the insurance deductitle-as well as lost revenue which is currently not.expected to
be material given the expected timing of the return to service of the facility. l

L. - . - . ‘ . e o, PN
[ LR N . B
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Also in third quarter 2008 planned turnarounds for a.total of 48:days 'at.three facilities are expected to cost approxlmately
$1.8 million in direct costs and lost operatmg income.: -, .pnoaR L : :

re - e o+
4 T ..

-In 1he t‘ransmission business,.lhe addilion of'the EDS, and JFP, pipelines.in January 2008 and full year results from the
Cold Lake expansion are also expected to contribute to increased eamings compared to 2007."AltaGas expects:to
pursue other projects similar to the Cold Lake expansion, which may further enhance returns in the segment. An
arrangement to .utilize capacity;on. a prevuous!y unused’ lateral of the EDS : began contnbutmg to earnings, beginning
second quarter2008 oL - N T R LT

et " T, . Lo K LT

FIELD GATI-IERING AND PROCESSING

-The Field Gathering and Processing, segment includes: natural gas gathering pipelines and processing facilities. In
January, 2008 AltaGas added, three interconnected processing facilities, .Retlaw, Enchant and Turin and related
gathering systems (RET) as a result of the Taylor acquisition with processing capacity of 150:Mmcf/d.

Financial Results Three Months Ended Six Months Ended
RERST . o oL e June 30 June 30
($ millions) . - c o 2008 . 2007. - 2008 2007
Revenue st e . 43,6 36.8 78.0 70.0
Net revenus 40.6 349 72.2 66.5
Operating and.administrative expense - Lod el 0 218 - 220 48.2 . 429
Amortizatian expense : TR IRty AX. . B.5 139 13.0
Operating.income  ;, S TP SR % - .64, 101 ; - .10.6
Operating Statistics Three Months Ended Six Months Ended
fe ey R _ . June30 ~ .- June 30
e e e . o+ . .2008 2007 - 2008 . 2007
~Capacjty (Mmcfid)™ 5 20 LoEns o KATE 1,021, -1,178 1,021
Throughput (gross Mmcf/d)@, .. : . 554 534 549 543
Capacity utilization (%) 47 52 47 53
-Average working interest (%)) ot e 80 ¢, 92 ., 90 . 92
s Asattheendofthereportmgpenod ' el e ST e I "
@ * Average forthe .Derrod A S T
. R Al e A R

2.

Three Months Ended June 30
Operating income in the FG&P segment for second quarter 2008 was $5.8 million compared to $6.4 million for the same
‘quarter of- 2007, Operating income ‘decreased due to natural Jeclinés and lower producer activity, a ‘scheduled
turnaround at Rainbow Lake and -unplannéd downtimé at Ctear Hills and Princess. The decreases were part|ally offset
by new facilities and higher rates and other facility services revenues. )

Processmg capac:ty increased by 157 Mmcf/d as a result of the addition of the RET facility, Acme and Corbett Creek
facilities: 'both the Aéme and* Corbeti Creek facilities are ded:caied to coal bed methane {CBM) gas processing. The
‘increase 'was pamaily offset by 13 Mmcffd reduction as a result’ of the sale of the Ikhil Joint Venture and the
redeployment of the Del Bonita asséfs’in'2007. Utilization’ reported in second quarter 2008 was 47 percent compared to
52 percent reported in second quarter 2007 pnmanly due to Iower throughput as a result of natura! declines as well as

planned and unplanned downtlme - R

s oo Lemet o AT R it Lot

- Throughput in secofid'quariar 2008 averaged 554 Mmef/d comparéd 16 534 Mmcf/d in first: haif of 2007. The 4 percent
increase was primarily due to the acquisition of new plants, partially offset by natural declines, lower-producer activity,
unscheduted plant shutdowns at the Princess and Clear Hills (10 Mmcf."d) famlmes and the schedu!ed turnaround at the
Rambow Lake famhty (6 Mmcfld) - vt R R

S . | po 1SN
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Net revenue for the FG&P segment was $40.6 ‘million imsecandquarter 2008.compared-1o $34.9 ‘million for the same
period in 2007. Net revenue increased due to $5.0 million from new facilities and $3.8 miilion from rate incéeases, the
recovery of turnaround costs at Rainbow Lake and higher other facility service revenues. These increases were partially
offset by $2.2 million.as a-result of lower volumes'due to operational downtime, natural declines and lower- producer
activity and $0.9 million due:to the sale of tha'lkhil Jount Venture in Ju1y 2007.

L . . '.-"l' - ’ YA . ’
'Operatrng and admtnlstratwe expense.in.second quarter 2008 was $27.8'million compared to $22.0 million for the same
quarter in 2007. The increase was primarily due to $3.5 million from the facility turnaround at the Rainbow Lake facility
and $2.1 million due to the addition of new facilities. Approximately three quarters of turnaround costs were recoverable.
ot ‘“:‘_z‘_ 1 . A :
Amortization- expense for the FG&P segmerit in second quarter 2008 was $7.0 million compared to $6.5 million for the
*same period in 2007. The increase was due to addmonal facrhlres parhaliy offset by Iower amomzatlon due to the sale of

the one-third interest in the lkhil Joint Venture. : . ST

Six Months Ended June 30 -

Thie operating income was $10.1 million for the first half of 2008 compared to $10.6 million for the same period in 2007.
The decrease was due to lower throughput, as well as the sale of the Ikhil Joint Venture. The decreases were' partlally
offset by the contribution from new facilities, higher rates and other facility service revenues. :

Throughput in the first half of 2008 averaged 549 Mmcf/d compared to 543 -Mmcf/d in second -quarter 2007. The
increase was primarily due to the acquisition of new plants partially offset by natural declines, lowér-producer acti\‘rity
unscheduled plant shutdowns at the Prmcess and Clear Hills {10 Mmcf/d) facilities and the scheduled turnaround at the
Rainbow Lake facmty (3 Mmcfld)

Net revenue in the FG&P segment for the first half of 2008 was $72.2 million compared to $66.5 million for the same
period in 2007. The increase was due to $8.7 million in new facilities, $4.0 million related to increased rates and higher
other facility service revenues. These increases were partlally offset by $4 8 million in natural declines, lower. producer

activity and operational downtime, as well as $2.2 million from the sale of the Ikhil Joint Venture: *- - i« .o

Operating and administrative-expense in the FG&P segment in the first half of 2008 was $48.2 million compared to
$42.9 million for the same period in 2007. The increase was mainly attributable to $3.5 million in facility turnarounds and
$4.3 million for new facilities. These increases were partially offset by $1.6 million due to continuing efforts on cost
controls and $1.0 million related to the sale of the Ikhit Joint Venture. Approximately three quarters or $2.6 million of the
turnaround costs were recoverable. LT S P

Amortization expense in the FG&P_,segmer'rt in the ﬁrst jha!flo_f ‘2008 was $13.9 rnilli.on corrrpared te $13.0 mﬁlion in the
.same period in 2007. The in_creas'.e was due to new facililies and capital expenditures, partially offset by the sale of the
Ikhil Joint Venture. ) S n e e C e

FG&P Outlook . R “eletan
FG&P expects to report higher results in 2008 than in 2007. The increase |s due to lhe addlllon of the RET facrhlles a
full year of operations at Acme and.Corbett Creek, recontracting at higher. rates,, optjmization.of facilities and a cantinued

focus on increasing throughput and operating and adminis{trative expense costcontrol,. .. - - . ., .

AltaGas is‘\;vorkirlg with customers to optimize underutiized assets. The underutili:z.ed_Sedgewick facility hes_been
connected to the fully utilized Killam and Iron Creek facilities to allow gas to be diverted to Sedgewick and allow
increased combined processing for the three facilities. This project is completed with, results expected to be realized in
the last half of 2008. . . '

' - - oo B L

- LA s

AltaGas contmues to expect to |ncrease |ts gas gathenng and processrng |nfrastructure in 2008 through acqwsrtuon and
development of new facilities as producers reallocate capital from processing to their core activity of exploration and
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production.;Well licences have-increased 'slightly in second-qoarter 2008 versus second quarter 2007, The increases
occurred generally over all of AltaGas) operating areas. Increased drilling activity and producer activity in CBM areas,
northwest Alberta and northeast British Columbia are alsc-expected to provide opportunities for expansions, acquisitions
and development of gas gathering and processing infrastructure. Included in the Trust's estimate of capital expenditures
of $225 million, is $40 million to grow and optimize gathering and processing infrastructure in 2008, including gathering
systems, capacity expansions.and enhancements to its sour gas:processing.facilities, mcrudmg the expansion at the
Pouce Coupe facmty which is in the regutatory approvalstage:’ « ..o 50w 0 :

ENERGY SERVICES Tt mare
The Energy Services segment consists of two main businesses: an energy management business providing energy
consulting and supply management services-and arranging gas, and power contracts for non-residential end-users; and
a gas services business buying and -reselling natural -gas, transportation -and storage. The  segment included a small

portfolio of oil and natural gas production assets which were sold effective May 31, 2007.

Financial Results Three Months Ended Six Months Ended
g P i e L Yo ;.. June:30 June 30
- ($.millions) . | v v vl : Sy -+ 2008 . 2007 2008 .2007
.Revenue ... ;.. . ot SRR 294.9- 248.6 i 561.0 584.2

Net revenue - Lo oot : Tt .ot - 3.0 6:9 6.4 13.0
.Operating and admmnstratwa expense . .- N 34 - 4.2 6.5 . 8.6
. Amortization expense ., o 0, o0t ~c 4 - . 0.5 1.0 1.0 ) 2.2

Operating income ,-+: ... .. ", 07 L e rn s L L, (0.9) 17 (1.1) : - 2.2

Operating Statistics TR LI SR TR Three Months Ended Six Months Ended

T HEW June 30 June 30
: R NP L e 2008 2007 2008 2007
Energy management service:contracts’® 1,514 1,442 1,514 1,442

Average volumes transacted (GJId)(zi L 303,212 356,380 313,985 381,826

[
" Active ensrgy management service contracts’ at the end of the reporting period.

2} Average for the period. Includes volumes marketed directly, volumes transacted on behaif of other operatmg segments and
volumes sold in gas exchange transactrons - . e e -

Lt Faoa.

Thrée Months Ended June 30
'The operallng loss in the Energy Servnces _segment in second quarter 2008 was $0.9 million compared to operating
|ncome of $1.7 million for the same quarler In 2007, Operating income decreased as a result of a $1.6 million gain due
to ‘the sale of the oil and natural gas assats reported in second quarter 2007 and $1.3 million in lower fi xed-price gas
and transport"salés These decreases were Pamally offset by $0.3° lTIl||IOl1 m lower operatlng and administrative
expenses. .
Net revenue in second quarter 2008 was $3.0 million compared to $6.9 million for the same period in 2007. Gas
services net revenue decreased $2.5 million reflecting the sale of the oil and natural gas assets in second quarter 2007
- and $t.4;million due to'lower.fixed-price.gas and transport sales and lower volumes. ... .

N R ‘ v e I .

.-SstonthsEndedJune:SO T S T T, : S
Operating loss in the: Energy Services segment was-$1.1 millicn for the:first half of r2008 compared to operatmg income
- 'of $2.2 million for the same peried.in 2007. The decrease was due to the gain reported:on the sale of oil and natural gas
--assets in second quarter 2007, lower. fixed-price gas and transport sales, declihing volumes and.a one-time cost for
commissions paid to a trade -association; related-to 2007. The, decreases .were partially cofiset by lower operating and
administrative expenses.
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Nel revenue was $6:4 million in the first half-of1 2008 compared to $13.0 million in the same pericd in 2007. The
decrease included $4.1.million from the sale of 6il andinatural gas assets in second quarter 2007 and $2.5 million due to
Iower f xed-price gas-and. transport sales and dechnlng volumes. - el C i Co '
Energy Services Qutlook L T Y - ' L B
AltaGas expects results in the Energy Services segment in” 2008-to be slightly lower than 2007 results, excluding the
gain on sale of the oil and gas production assets in 2007. However; the recent acquisition of Taylor is expected to
provide increased integration opportunities to enhance unitholder value due to the increased geographlc foolprmt and
energy infrastructure.
. . . Lt P U S . .
The Energy Services segment is an important.element in increasing the value of ‘assets in-AltaGas" other segments.
~Energy Services works with the other segments to optlmlze AltaGas assets and'in this capacnty is expected to contribute
to earnings growth across the segments. e

POWER GENERATION ' C .

The Power Generation segment comprises 378 MW of total power generatlon capacity in Alberta through a 50 percent
ownership interest in the Sundance B power purchase arrangements and a cap1tal lease for 25 MW of gas-f red power
peaking capacity. Construction is complete for additional gas-fired peakmg plants at Bantry and is nearing completion at
the Parkland gas processing facilities. Together, these sites will provide an additional 14.4 MW of peaking power
capacity, all of which will be on-line in the- third quarter, increasing the Trust's peaking capacity by 58 percent and total
power generation capacity to 392.4 MW.-The segment also includes a 25 percent interest in a 7- MW run-of-nver
hydroelectnc generat:on facility in British Columbla acqunred in January 2008 with the Taylor acqmsmon \

Financial Results Three Months Ended . *Sik Months Ended
. : June 30 June 30

(3 millions) . T 2008 2007 2008 2007
Revenue ' . 581 . .407 A~ 1097 - o .85.0
Net revenue ) : 31.9 228 o0 8037 - 474
Operating and adminisirative expense - Tes T o4 T 12 10
_ Amortization expense S 20 19 _ 38 3.7
Operating income T 294 206 553 7 427
Operating Statistics Three Months Ended . . . Slx Months Ended
L ,'JuneSO_:’ y R JunaBO

L _ . 2008 , 2007 .. . 2008.. . 2007

Volume of power sold (GWh) . .. . -.648 . . .650. | 1,308 . 1315
Average price received on the sale of power smwhd | seds . 6262 8380 . 6461
Alberta Power Paol average spot prlce ($IMWh)“> 107.56 4997 9213 56.79

() Average for the period.
Three Months Ended June 30 : P ST A T ST
Qperating income in the Power Generation segment in second quarter 2008 .was 5294 million compared to $20.6
miflion for the same quarter in 2007. Operating income increased primarily as a result of a higher average price received
on the sale of power and higher contributions from gas-fired peaking plants. These incréases.were -partially offset by
higher PPA costs, higher envirohmental compliance costs and higher transmission costs. In second quarter 2008, a
contract which: required AltaGas to sell ‘powerduring a’force majelire outage event at-another generation facility .in
Alberta was triggered whereby AltaGas- was required to' sell- 50 MW from Sundance B for‘a fixed price that is above
AltaGas' average hedge price but well below spot prices seen in the'quarter; the outage ended at the end of May 2008.

Net revenue in second quarter 2008 was $31.9 million compared to $22.9 million for the same period in 2007. Net
revenue increased by $9.6 million due to higher hedge prices and hedged volumes, $5.5 million due to higher average
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spot power prices, $1.8 million from the AESO deferral account settlement and $1.6 million-due to higher contributions
from gas-fired peaking plants. The increases were: partially offset- by $5.9 million in higher PPA costs due.to_an
unfavourable 30-day rolling average power price (RAPP),. $1.4 million incurred to comply with Alberta's Specified Gas
Emitters Regulation (SGER) and $2.6 million as a result of higher fransmissicn costs. )

P 1 Pt n’ '
Operating and admlnlstratlve expense was $0 5 million in second quarter 2008 compared to $0.4 million for the same
penod in 2007 : :

Amortization expense of $2.0 million in second quarter 2008 was similar with the.same period in 2007.

‘'
Six Months Ended June 30 N r . .
Operating income for the first half of 2008 in the Power Generation segment was 355 3 million . compared to $42 7
million for the same period in 2007. The increase was primarily due to higher prices received on hedged volumes, higher
power prices on spot sales and higher contributions from peaking plants partially offset by higher PPA costs, higher
transmission costs and higher costs to comply with Alberta's SGER.

Net revenue for the first half of 2008 was $60.3 million compared to $47.4 million for the same period in 2007, The
increase included $22.6 million due'to higher hedge prices and higher spot prices; $2.4 million in higher contributions,
from the, gas-fired peaking plants and $1.8 millian from an AESO deferral .account settiement. These increases were

. partialty offset by $8.1. million higher PPA costs due to:unfavourable RAPP, $3.5 million as a result of higher
transmission costs and $2.5 million of costs incurred to comply with Alberta’'s SGER.

. Operating and administrative expense.of:$1:2 million in the first haif of 2008 was higher than the $1.0 million reported in
the-same period.in-2007; primarily due-to the operating and maintenance services AltaGas began providing to the
leased peaking.plants.inMarch 2007..These services-have, not materially impacted operating income, however it has
resulted in slightly lower costs of sales offset by higher operatmg expenses.

J N A LS T SIS ; g . . i
Amortization expense.of $3.8 mlllron in the fi rst half of 2008 - was S|m1Iar to the same perlod in 2007

K ' e v . Coh [ - Lo 3 )

Power Generation Outlook - w. Pe. - ; . s
Operating income in the Power Generation segmenl is expected to be. hlgher in, 2008 than in 2007 due to the
contribution from hedged power volumes as a result of average hedge prices of approximately $76/MWh in 2008
compared to $66/MWh.in.2007. Approximately two-thirds of the power available from the Sundance, B PPAs has been
hedged and the remainder is exposed to the spot price of power in Alberta.

_The forward market for Alberta power pnces as publtshed in dar!y broker. reports, indicates that prices will remain
;‘relatlvely strong, in the SBDIMWh range for the remalnder of 2008 PPA costs are expected to be higher jn 2008 due to
higher volumes of power generated The price for coal purchased through the PPAs is based on pre-defined formulae
tied to inflation rather than the prevalhng market price of coal and therefore is not expected to have a significant impact
on PPA costs.
New gas-t‘ red peaklng generatlon facllllles totalhng 14 4 MW have been mstalled at the Bantry FG&P location and are
' belng completed at the Parkland FG&P 1ocat|on The facilities are |ntegrated into ongomg operattons and both sites will
be operational in third quarier 2008. Installation of the generating capacity is estimated to cost approximately $12 million
,andis _expected‘.to be accretiv_,e.to_net ip_come alnd cash ﬂovv once, operationa_l. .

P A T B nloe o B

CORPORATE . _ PR

The Coarporate segment includes the cost of provrd:ng corporate services and general corporate overhead investments
in public and private entities and the effects of changes in the value of nsk management assets and liabilities.
Management makes operating decisions and assesses performance ‘ofits operatung segments based on realized results
and key financial metrics such as return on equity, and return on capital without the impact of the volatility in commodity
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"prices and forgign exchange rates: Management’ mdnitors the impact of mark-to-market accounting as' part:of the
consolidated entity as risk is managed on a portfolio*basis. Consequently, the |mpact of mark-to-market accounllng on

net income is reported and monitored in the Corporate segment L R h
N R T S 0 T R S
Financial Results Three Months Ended Six Months Ended
ot e e e e s e June 300 . June 30
(% millions) 2008 2007 2008 2007
Revenue 0.1 07 1.5 27
Unrealized gains {losses) on risk manageément - <. = . . s (29) - - 04°C  (23) . - 05
Net revenue {2.8) 1.1 (0.8) 3.2
Operating and administrative expense 12.9 6.9 . 21.5 + 146
Amorlization expense. o G T 0.4 - ': - 05 . 1.0 - 1.1
. Operating loss ENN L. : i ' T (16 1.) (6 3) {23.3) ' (12.5)
. Operating loss before: unreahzed gains (Iosses) on nsk : 1 i ' ol .
management L el . (13.2) (6 7). - (21.0) - . (13.0)

Three Months Ended June 30 ' ‘ T ' S &

‘The operating loss for second quarter 2008 was $16.1 million.compared to $6.3 rillion for the same perlod in 2007. The
“increased loss was due to unrealized losses-on fisk management ‘Contracts, a charge related to: costs incurred on
development projects, higher operatlng and admrmstratwe costs and lower rnvestment income from Taylor whlch is now
reported in the operating segments,  ~ e AR VI Rl

Net revenue was a negative $2.8 million for the second quarter in' 2008 ¢ompared to- $1.1- million. in second -quarter
"2007. Net revenue decreased by $3.9 miltion primarily due'to unrealized losses'on risk management contracts and
-lower investment income. AltaGas no longer reports Taylor investment mcorne in the: Corporate segment

Operating and administrative expense for second quarter 2008 was 512 g ml[llOl"I compared to $6 9 million for the same

period last year, The increase was attributable to a $3.4 million highér compensation ‘and administrative costs due to the

acquisition of Taylor as well as general escalating costs to support the growth of the Trust and a $2.6 million charge
related to project development costs. Costs were expensed as a project's commod:ty exposures could not be allgned

with the Trusts Iow-rlsk buslness model and commodlty nsk strategy T

Amortizalion expense was $0.4 million for second quartér 2008 compared to $0.5 million for the'same quarter in 2007.

T R LTI SN e

Six Months Ended June 30

The operating loss for the first half of 2008 was $23 3 million compared to $12.5 million for the same penod in 2007, The
lncreased loss was due to l.lnreallzed losses on rlsk management contracts a charge Telated prOJect development
costs, ‘higher operating and administration cosls and Iower investment lncome from Taylor WhICh is now reported |n the
operating segments. R
Net revenue was a negative $0.8 million in first half 2008 compared to $3.2 million for the same period in 2007. The
decrease was due to unreallzed losses of $2 3 mllllon related to nsk“management contracts and lower' investrment
income. ) A ' SR

N A . I T PR T L
Operating and administralive expense was $21.5 million in the first half 6f'2008 compared to $14.6 million for the same
period in 2007. The increase was due to the Taylor acquisition as well as general escalating costs to support the growlh
of the Trust ($4 3 mllllon) and $2 6 million charge related to prolect development cosls.

- A A

Amortization eipenée'lor 2008 was consistent with 2007, o
O o ¢ S B
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Corporate Outlook cu

The operating loss for 2008 is expected to be higher than in 2007 due primarily to the acqunsmon of Tayler and activities
to support AltaGas' growth strategy. In 2007 Taylor recorded- approxlmately $8 million in corporate costs on a
normalized basis. To date AltaGas has idéntified approximately $2 ‘million in .cost. savings which is expected to be
realized in 2008. The segment's revenue will decrease as AitaGas no longer reporis investment nncome from its
|nvestment in Taylor in the Corporate segment. Revende is also expected to decrease due to a reductlon in ownershlp
of AltaGas Utlllty Group Inc. (Uttllty Group) from 26.7 percent to 19.6 percent.

The effects of f;nancial instruments are based on estir'nates relating'lo commoedity prices and foreign exchange rates
over time. The actual amounts will vary based on these drivers and management is therefore unable to predict the
impact of fi nanmai instruments. However, the impact of the accounting standards is expected to be relatively low as the
Trust uses fi nancnal Instruments to manage exposure to'commodity price fluctuations and to buy and sell gas and power
with focked-in margins. The Trust does not execute financial instruments for speculative purposes.

INVESTED CAPITAL

Ouring second quarter 2008 AltaGas acquired capital assets,-long-term investments and other assets of $25.9 million
compared to $22.8 million In second quarter 2007. In sécond quarter 2008, the' Trust also disposed of excess capital
equipment in the FG&P segment, reducing net invested capital by $8.7 million. Year-to-date June 30, 2008, AltaGas
acquired capital assets, long-term investments and other assets of $679.9 million compared to $29.8 million in the first
half of 2007. During the first half of 2008, the sale of excess equipment and the reduction of the carrying value of the
Trust's investment in Taylor prior'td thé acquisition résulted in’a reduction of net invested capital of $56.9 million.

Net Invested Capital - Investment Type (" . . v Three Months Ended
June 30, 2008
Extraction and  Field Gathering Power
{$ milions) . ... .. . isuee.uw..o. . Transmisslon and Processing Energy Services = Generation . Corporate Total
nvestedcapital: * UL oo e L v

Capital assets 9.7 16.4 0.6 (1.0} 0.2 259
Long-term investments and cet ol TR RN . G . . . :
other assets - - - - - -
I A " ‘164 0.6 (oy 0.2 259

msm'sa]g; Y O & Lo oL R T .
Capithl Bdsets’ ** -+ ¢ -t h e e o o e . gl &7
Netinvested capital "* = %777 L 9.7 SEEEE - R 0.6 - (1.0) 0.2 T2

-

0} Certain growth capital expenditures have been reclassed between segments. .

Net Invested Capital - Investment Type ., . . . - Cen e . . - Six Months Ended
L N T T - ] June 30, 2008
- .- . Extractlon and Field Gathenng . Q. Ppwer . . . l
($ millions) - o Transmission and Processing Energy Servlcas ! Generatlon ' Corporate Total
Invested capital: * - T TG EETEECN T - .
CCapitdlassets - C U L "L Usyag o a9 - -1 o ose T 2.1 679.9
Long-term investments'and™” % ele o C @ T
other assets - sty . KT b . . . .
R 5724 44.9" 17 - - 594 2.1 679.9
‘Disposals: SAat L e U " S TS A
™ " Capital assets '+ R i‘.(8'.7)‘ BT S O 8.7
Long-term investments and
other assets - - - - (48.2) {48.2)
Net invested capital 572.1 36.2 1.7 59.1 {(46.1) 623.0
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Net Invested Capital - Investment Type Three Months Ended
; : . D VoL B MO T e e T e L i e June 30,.2007
. - Extractionand  Field Gathering .. 5 . Power W -
{$ millions) . . . Transmission and Processing EnergySeMoes Generation Comporate Total
Invested capital oL ) . . . o ‘ _ L
Capilal assets T Z -7 S K TR t- R ) 114
Long-term investments and o o o o . e . S o
other assets Tl T o3 114 17
S ., .. 17 80 01 .42 18 28
Disposals: . L .' . R Lo P .

Capital assets e ) Nt ¥ (30.3)
Netinvested capital . 17 .. 48, @om,. . . 4z 118 75)
Net Invested Capital - Investment Type ' Six Months Ended

June 30, 2007
Lo Extraction and  Flald Gathering Power ) .
{$ millions) Transmission and Procebsing ‘Energy Services - Ganeration Corporate - - Total
Invested capital: : P ‘ " o . . : v . A L
Capital assets ' R 8.2' © 06 -39 o100 17.8
Long-term investments and - T ot 3 o S
other assets - : ' -y oY eSO 115 T . 120
N ' 41 tog2 oo 08 T 440 25 VT 298
Disposals:
Capital assets {0.3) {1.3) (30.2) RV molTr ot v L eg)
Long-term investments and
other assets LR e - - -
Net invested capital 38 T 6.9 T {29.6) © 44 o 125 .7 (2.0)

The Trust categorizes its invesled capital into maintenance, growth and administration.

Maintenance capital expenditures were $3.4'million in'second quarter 2008 compared to $2.1 million in the same period
in 2007. Growth capital of $20.9 million was incurred in second quarter 2008 (second quarter 2007 - $8.1 million) which
was comprised of the Bear Mountain Wind project, various extraction, transmission, and field gathering and progessing
projects, hydroelectric power projects under development, installation of the new peaking equipment in the, Power
Generation segment and the development of projects in the Energy Semces segment The growth capital ‘has been
financed through increased long-term debt as well'as a Trust unit issuance. B S : '

Maintenance capital expenditures were $4.5 million in the first half of 2008 compared to $3.3 million for the same ‘period
in 2007. Growth capital of $671.8 million was expended in the first half of 2008 (2007 - $12.7 million) which was largely
comprised of $592.0 million for the Taylor acquisition, $30.8 million for the Bear Mountain Wind project, $10.4 million for
extraction and transmission facllltles $18.4 million for gathenng and processung facilities, $4.9 ‘million for hydroelectnc
power projects under development in British Columbia, $4.4 million on the installation of the new peaking equipment in
the Power Generation segment and $1.6 million for the development of projects in the Energy Services segment.
Administrative capital expenditures of $3.6 million in the first half of 2008 were significantly lower than the $13.8 million
recorded in the same period in 2007. The $12.9 million of the increase in administrative capital reported in the six
months ended June 30, 2007 related primarily to the change in accounting for the Trust's investment in Taylor from the
equity to the cost method. The growth capital has been financed through increased long-term debt as well as a Trust
unit issuance. ' |

)
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Three Months Ended

T Lo S R T o Lo <. - June 30, 2008
. , -Extraction and _Field Gathgring, ;. Power .
($ millions) Transmlsslon “and Processing Energy Ser\dces Generation Corporate Total
Invested capital: ] ) -
Maintenance “48 2.d e - T . 3.4
Growth E3 . 1300 0 T oe’ T (10) - 209
- Administrative S S ¥ S 02 ° 16
invested capital 9.7 164 " 06 ' ) 0.2 25.9
. ) Certain growth capital expenditures have been reclassed between segments. . ... ... . =
R
Invested Capital - Use Six Months Ended
i ' : LTl e -June 30, 2008
. Extractionand Figld Gathering R TR Power *
($ millions) Teansmisslon  and Processing Energy Services Ganeralion Corporate Total
Invésted capital: S A )
- ‘Maintenance ' 52 ¢ o) __— . . 45
‘Growth - * - * © '566.9 ado 17 89 0.1 671.8
"+ Administatve Y B X . . 2.0 3.6
Invested capital 572.1 Taae A7 594 21 6799
Invested Capital - Use’ G AR ' ' Three Months Ended
R P I + R ‘ . o June 30, 2007
. LR I * Ektraction and' Field G:a‘ih'en'ng ’ o e Powser -
{$ milliong) Transmission and Processing Energy Services Ganeration Corporate Total
Invested capital:
. Maintenance . ; -, - .., L0585 A8 L - - - 2.1
. Growth - L " T 2 31 0 42 . {0.5) : 8.1
Administrative - 0.3 - - 12,3 126
Invested capital 1.7 50 0.1 4.2 11.8 22.8
caa T e L o -
lnvested Capltal - Use, M - Six Months Ended
S e L ol « . June 30, 2007
Extraction and  Field Gathering Power I
(3 millions) Transmission and Processing Energy Services Generation Corporate Total
Invested capilal'
Marnlenance T o7 .28 IR ' o - 33
“Growth -V R 52" 0.1 a4 (0.4) 12.7
Admiriistrative A o 04’ 05 R 129 138
Invested capital 4.1 8.2 0.6 4.4 12.5 298

.

FINANCIAL INSTRUMENTS

The Trust is exposed to market risk and potential loss from changes in the value of financial instruments. AltaGas enters

into financial derivative contracts to manage exposure to fluctuations in commoedity prices, interest rates and foreign

exchange rates pamcularly |n lhe Power Gene}raluon and E&T segments and with respect to interest rates on debt.
_ Dunng the three—month penod ended June 30 2008, the Trust had posmons in the follow:ng types of denvatlves

W COmmodrty fonrvard contracls The Trust e;ecutes gas power and other commodlly forward contracts to manage
its asset portfolio and lock in marg:ns from back-to-back purchase and sale agreements. In a forward contract, one
party agrees to deliver a specified amount of an underlying asset to the other party at a future date at a specified
price. The Energy Services segment transacts primarily on this basis.
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. Commodity swap contracts: The Trust executes fixed-for-floating power price swaps to manage its power asset
portfolio. A fixed- for-ﬂoatlng price swap is an agreement between two counterparties o exchange a fixed price for a
floating price. The Power-Generation segment's results -are sugnrf” cantly affected by the price of electricity in
Alberta. AltaGas employs derivative commodity instruments for the purpose of managing the Trust's exposure to
power price volatility. The Alberta Power Pool settles power prices on an hourly basis and prices ranged from
$0.00/MWh to $999.99/MWh in second quarler 2008. The average spot price was $107.56/MWh for the second
quarter-2008 and $92.13/MWh for lhe SiX months ended June 30; 2008. AltaGas moderated the impact of this
volatility on its business through lhe use of fi nancual hedges on a- -portion of its power -portfolio that management
deemed oplimal. The average price received for:power by the Trust was $89.46/MWh in the'second quarter 2008
and $83.80/MWh for the six months ended June 30, 2008.

. NGL frac spread hedges: The Trust executes fixed-for-floating frac spread swaps to manage its NGL frac spreads.
The Extraction and Transmission segments results'are affected by ﬂuctualaons in frac spreads. At June 30, 2008,
- the Trust had NGL frac spread agreemenls for 2, 800 Bbls/d at an approxlmate average ‘price of. $23/Bbl for the
July to December 2008 period. The Trust has also entered into three NGL frac spread agreements for calendar
year 2009 for a total of 2,800 Bbls/d and 2010 fone total of 700 Bbls/d at an average frac spread of approximately
$27/Bbl. The average frac spread was $30/Bbl for the second guarter 2008 and $29.50/Bbl for the six months
ended June 30, 2008. The average frac spread, received was $27 61/Bbl and $26.88/Bb! in the three and, six
" months ended June 30, 2008 respectively. . C N

. Interest rate forward contracts: The Trust enters into interest rate swaps where cash flows of a fixed rate are
exchanged for those of a floating rate. At June 30, 2008 the Trust had interest rate swaps with varylng terms to
maturity of $205 million. Includlng AltaGas’' MTNs and capltal Ieases the rate was fixed on 84 percent of AlaGas’
debt. . L N T S-S . S

. Foreign exchange forward contracts: Foreign exchange exposure crealed by transacting commercial arrangements
in foreign currency is managed through the use of fore1gn exchange forward contracts where a fixed rate is- Iccked
in against a floating rate. ) et

The fair value of power, natural gas and NGL derivatives was calculated using estimated forward bfices from published

sources for. the relevant period. The calculation of fair value of the interest rate derivatives used quoted market rates.

The falr value of long-term debt has been estimated based on dlsceunted future interest and principal payments using

estimated interest rates. R v )

The Trust does not speculate on commodity prices, and therefore does not engage in any commodity transac‘tions'tnat

create incremental exposure or are based solely on expectations of future energy market price movements. Commodity

transactions are used to lock in margins, optimize underlying physical assets or to reduce exposure to energy' price
movements. . - ' . SR

AltaGas has a risk group which reviews commodity and credit risk on a daily basis and has created and adheres to a

conservative risk policy and hedglng program S o

H e e s . M

LIQUIDITY AND CAPITAL RESOURCES : oo A

The Trust hlstorlcally has used debt and equlty fi inancing fo the extent that funds from operatlons ‘and proceeds frcm the
Distribution Reinvestment Plan (DRIP) were insufficient to fund capitai expendllures aoqmsmons and working capital
changes from opera!mg activities. Should larger investments requnre financing beyond existing sources, managemenl is
confident that equlty and debt capltal markels could be accessed to prowde addmonal f nancmg

™ - vt - D
[N ' 4 ot . T
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At this time AltaGas does not reasonably expect any currently known trend or uncertainty to affect the Trust's ability to

access its historical -sources of cash, except that cash from operations_ may be_impacted by, the ‘proposed tax on the

taxable component of the Trust'sidistributions effective.in the 2011 taxation year...

CashFlows .- . -« - &+ - - + + Three Months Ended -- - Six-Months Ended
SR - Lot L T e T e ey st ey - June 30 ' JUHGSQ,
($ millions) . e s e . 2008, 0, 2007 .- -2008 - - 2007
Cash from operations 79.1 46.6 117.3 92.7
investing activitiess +. st ace t A e oL e o (24.6) (16.1)  -(330.5)- - -(27.0)
Financing activittes ., . -= - .~ oh - om0y oo 4513 - (408)-. . 2135 . . -{B6.6)
Change in cash 3.2 {10.1) 0.3 (0.9)
Cash from Operations. - 5 .7 .~ . oo

Cash from operations reported on th'er Cofisolidated Statements of Cash Flows increased by 70 percent to $79.1 million
in second quarter 2008 from '$46.6 milliori' in the sare period 2007.”Cash from operations increased due to higher
earnmgs and an increase in net change in working capltal (See Non-GAAP Financial Measures section of this MD&A

for descnptron of funds from operatlons ) i : N !

3 L : : T

[

Working Capital June 30 June 30
(% millions}) 2008 2007
Current assets ' 380.5 264.7
Current liabilities - . = 7t =~ 5 omear cabeslo 0 L g - 402.0 - 268.8
Working capital (21.5) . (4.1)
Current ratio 0.95 0.98

.Wdrl"(ing"éapitél"wa's ‘a-negative $21.5 niillich at.the ‘end of secend quarter 2008 compared to a negative $4.1 million at
“June 307 2007 The worktng capital rat:o was 0 95 for the end of second quarter 2008 and 0 98 for:the same quarter in
2007 O R ) DIV SRR . -

Mg

b RO SR S

H

s -

Investing Activities - ‘7 '# Y T D A ; Ve
Cash used for investing activities in second quariér 2008 was' $24.6 million compared to $16:1 million in the same
penod in 2007. The increase in cash used for rnvestlng actlwtles was due to acquisition of capital assets, partially offset
ﬁby a decrease in noles recewable and dlsposal of excess equrpment ‘A descnptron 'of the acquisitions and invéstments
“related to Iong -term assets is in the Invested Cap|tal sectlon of thls MD&A Cash’ used for investing activities reflects the
actual cash disbursed for investing activities and’ may hot agree to thé’ amounts in the invested capital sections of the
MD&A due to the timing of the actual dlsbursement of funds and the fact that some acquisitions may be non-cash

}
transactlons

r v oE e

Flnancmg Actlvmes ‘

Cash used for fi nancmg actlwtles in second quarter 2008 was $51 3 million compared to $40.6 million in thé same
perlod in 2007. The .increase.was primarily . due t0.$134.1 million of repayments in short-term debt, revolving debt and
Iong-term debt and higher dlstnbutrons paid. The increase was partraliy offset by net proceeds of $117.7 million from lhe
_issuance of trust units: T N ) i o L

Capital Resources s i S

The .use of debt or equrty fundmg |s based on AItaGas caprtal structure determlned by considering the norms and risks
associated with each.of its business. segments Al June' 30, 2008 AltaGas had total debt outstanding of $504.3 million,
up from $220.7 million as at December 31,2007 : At June 30, 2008 the: Trust had $200.0 millien in MTNs outstanding

and had access to' prime loans; ‘bankers’ acceptances and letters -of credit through bank lines totaling.$750.0 million. At
June 30, 2008 the Trust had drawn bank debt of $277.0 million and letters of credit outstanding of. $65.8 million.
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V.o . b St L
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In second quarter 2008, the Trust'issued 4,398,750 Frust units via pubhe offering at a price of $26 20 per unit resultlng
in net proceeds of $110.1 million. Proceeds were primarily.used to repay bank indebtedness. - .=+ -~ - o

The Trust acquired convertible 'debentures through the Taylor acquisition of a face value of $22.1 million. During second
quarter 2008, $2.1 million were-converted into Trust units. The fair value of the outstanding convertible debentures at
June 30, 2008 was $18 4 mlllion which had a face value of $16.9 million. '

» <
[ ERN i

All of the borrowing facilities have financial-tests and other covenants customary for these types of facilities, which must
be met at each quarter end. AitaGas has been in c0mpliance wrth these covenants each quarter srnce the estabilshment
of the facrl:ties :

AltaGas’ target debi-lo-lotal capitalization ratio is 40 to 45 percent. The Trust's debt-to-lotal capitalization ratio at June
30; 2008 was 36.4 percent,.up from.27.4.percent at December 31, 2007 and down from 45,1 percent at end of first
quarter 2008. The Trust's earnings interest coverage for the rolling 12 months ended June 30, 2008 was 7.39 times.

' : e Coogt [ 1 . .
On April 3, 2008 the Trust filed a prospectus supplement to the Short Form Base Shelf prospectus dated August 8,
2007. The supplement establishes AltaGas' MTN program and allows AltaGas to access the Canadian MTN market

when appropriate. . ot

CONTRACTUAL OBLIGATIONS mem Ce e
There have been no material changes to AItaGas contractual obligat:ons from those mcluded in the MD&A in the Trust ]

2007 Annual Report LTy

RELATED PARTIES
The Trust sold $16.0 millicn of natural gas to, and incurred transportation costs of $0.1 million charged by, Utility Group
in second quarter 2008 as part of the Trust's normal.course of business. The Trust also paid management fees of $0.1
million to, and received management fees of $0.1 million from Utility Group for administrative services. In addition, the
Trust provided $0.1 million of operating services to Utility Group. The measurement of transactions between AltaGas
and Utility Group is exchange value, to which both parties have agreed. The Trust holds significant influence over Utility
Group as AltaGas' Chairman and Chief Executive Ofiicer isa director of Utility_Group._ :

,The _Trust pays rent under a Iease for office space and equlpment to 2013?61 Ontarro Inc which is owned by an
_employee Payments of $21, 900 were made in second quarter 2008 (second quarter 2007 $21 171) which |s the

exchange value of the property agreed to by both parties The Iease expires at the end of 2008

il

SUMMARY OF CONSOLIDATED RESULTS FOR THE EIGHT MOST RECENT QUARTERS * ™ N
(§ millions) Q208 Q108 Q407 Q307 Q207 Q107 Q406 Q306

Net revenuet! 117.3 1107 76.4 88.2 80.1 793 - 846 825
Operating income* 37,0 476 , 289 37.‘5 L2 290 .., %20 337
Net income 329 376 N8 4 210 M 6" 273 288
(3 per unit) Q208 Q1-08 Q4-07 Q3-07 Qz-07 Q1-07., Q408 . Q306
Net income

Basic 0.49 0.58 0.55 0.54 0.37 043 049 0. 52

Diluted .. .. .. .04 057 . 055 054 037 . 043 049 052
Distributions declared® "7 04525' _ D055 08525 052 T 081 051 051  0.505

1 +

" Non-GAAP financial measure. See Non-GAAP Financial Measures in this MDA, * - . - } C oy :
) Exciudes the special distribution issuance of one common share of Uliity. Group for every 100 trust units held.on August 27, 2007,
valued at $0.076 per unit. oL : S ) P : :
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ldentnﬁabte trends in AltaGas’ business in the past eight quarters reflect; the organization’s internal growth, acquisitions,
.a faveurable busmess enwronment mcludlng generally increasing; power prices in A[berta higher frac spreads and
assetdlsposmons .

-

, . LR .- r % . L R i Dot - y
S:gmf cant items that lmpacted mdlvrdual quartedy earnmgs were as follows
. in fourth quarter 2006 the Trust reported a $0.6 million goodwnll impairment and deferred $0 8 mr!hon in revenue in

.. the transmission business.

'.».;T; L T S L
W . ' : o ’
. In second quarter 2007 the Trust recorded a $6 5 mrlhon future tax expense as a result of new tax Iegrslatlon

included in Bill C-52, specnf ied |nvestment ﬂow—through tax (SIFT) which was substantlally enacted by the
Government of Canada. This non-cash charge to earnings relates to_the demporary differences between the
accountmg and tax baS|s of AltaGas assets and Ilabllltles o RN . o

* In fourth quarter 2007 a $6, 1 ITtI||I0n ‘non—cash future income tax benef t was recorded as a result of the substantive
enactment of a reductlon in the federal corporate income tax rates.

+  In first quarter 2008 the Taylor acquisition 'was completed for total consideration of $455.2 million of which $256.3
million was cash consideration and $198.9 million were for units issued. Results in first quarter 2008 increased as
aresult of_the Taylor acquisition.

‘sueseeuem' EVENTS e

Acqulsatlon of NovaGreenPower Inc.

'On July 31, 2008 AltaGas acquired NovaGreenPower Inc. (NovaGreen), a wholly-owned subsidiary of NovaGold

Resources Inc for $35 million an closing with an additional $5 million on completion of certain condmons NovaGreen

_was develeplng ‘the. Forrest Kerr run-of-river hydroelectric. project, which is expecled.lo have capacity of 195 MW.in

_Northwest B.C’ NovaGreen was ‘also pursuing.three other development projects all within the same region as Forrest

Kerr with a total potential run-of-river hydroelectric capacity of approximately 130 MW.

Acquislition of 45 Percent Interest In GreenWing Energy Development Limited Partnership

AltaGas entered into an agreement with GreenWing Energy Management Ltd, (GreenWing) to acquire GreenWing's 45
percent interest in GreenWing Energy Development Limited Partnership (GEDLP) for $12.3 million. As a result, theﬂTrust
will own 100 percent of GEDLP. The acquisition is expected to close on August 15, 2008. i ' ’

. Improved Staridards-& Poor's Outlook " " . LA .
Standard-& Poor's’(S&P) changed its outlook for the Trust from stable to positive, citing the smooth integration of Taylor
assets into the AltaGas operations, AliaGas' commitment to préserving afi acceptablé balance sheet and the continied
use of sound risk management policies applied to the power business and commodity exposures as reasons for the
increased rating.

TRUST UNIT'INFORMATION -+ . % 7 - e . L T T : ot

Under the‘fernts of the" restructunng of AltaGas into ‘an income trust effectwe May 1, 2004, AItaGas Serwces Inc. (ASI)
‘secur“ly hilders: exchanged their shares in ASI for Trust units and eligibla’ Securrty holders also recelved exchangeable
units that are exchangeable into Trust units on a one-for-one basis. The exchangeable units are not listed for trading on
an exchange.

. . - ol . PN . e
L L A o2 R 2L LT P

‘Units Qutstanding - .0 o1 317 T cn o s sl v dnatheno L,
- At-July ‘31, 2008 the ‘Trust had -68.9 milhon trist units and 2.2 million- exchangeabte units butstandlng and a market

' capitalization of $1:7 billion ‘baséd on'a ‘closing tradrng pnce on July 31, 2008 of $24'41 per trust unit ‘At July 31, 2008
" there were 1 6'mrl||on optlons outstandmg and 401 284 optrcns exercrsable under the terms’ of the umt optlon plan
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DISTRIBUTIONS

AltaGas distributions are determinéd giving consideration’ to the ' ongorng sustalnable cash flow as impacted by the
consolidated net income, maintenance and growth’ Capital and debt repayment requirements of the Trust AltaGas has
been able to sustain its distributions through cash from operations. In the three months ended June 30, 2008 the Trust
declared distributions of $35.7 million and had cash from operations of 79.1 mrlhon (same period 2007 $29 2 million
and $46.6 million respectrvely) which was more than suff‘ cnent to fund aII dlstnbutlons to unltholders '

LT B

In the six months ended June 30, 2008 the Trust declared distributions of $70.3 million and had cash from 'c"perations of
$117.3 million (same period 2007 - $58.2 million and $92.7 million respectwely) whrch was more than sufficient to fund
aII dlstnbunons to unitholders. AttaGas has a target payout ratro of 65 to 75 percent pf funds from’ operatlons '
AltaGas announced that the Board of Direclors 'of AltaGas' General Partiér Inc., delegate of the Trustee, increased its
monthly cash distribution to $0.18 per unit ($2.16 per unit annualized) from $0.175 per unit ($2.10 per unit annualized)
payable on September 15, 2008 to unitholders of record on August 25, 2008. This is AItaGas fifth dlstrlbutlon increase
since Gonverting to a trust in May 2004, which together represent a 20 percent increase smce mceptlon

‘The following table summarizes AltaGas' distribution declaration history since 2006:

Distributions

(S per unit) ' " Ta008 2007 7 2008
First quarter 0525 0510 0485
Second quarter .. 0525 0.510 0.495
Third quarter . o . . W s, . Lm- . 0520 . 07505
Fourth quarter =~ . ' LT s 0510
Distribution'of sharest_ o T 1

1050 . . 2141 . 1995

i) N 1 - B I . .- L eIt

) On September 17, 2007, ona share of Ulility Group was issued for every 100 trust units and excha’nge:eb!e units held on August 27,
2007,

~CHANGES!'IN Accounnne Poucuss S A ST
2008 Changes ' T " .o .o .
Section 1535 Capital Dlsclosuree

Effective for interim and annual financial statements for fiscal years beginning on or after October 1, 2007, the new CICA
- Handbook Section 1535 Capital Disclosures requires the disclosure of qualitative and quantitative-information.about.the
Trust's ObjECtIVES polrcres and processes for managmg capital., This new sectron is effective and has been applied to
the Trust beginning Japuary 1, 2008. S - B - T D
Section 3031 Inventories

Effective for interim and annual financial statements for fiscal years beginning on or after January 1, 2008, the new.CICA
Handbook Sectlon 3031 "Inventories" provides guidance on the_ determination of costs and its subsequent recognition
as an expense, |ncludrng any write-down to net realizable value This new sectron is. effectrve and has.been,applied to
the Trust begmnrng January 1, 2008

. [ . - - -
" PO Y - S A [ L

Section 3862 Financial Instruments — Disclosures and Section 3863 - Financial Instruments - Presentation ‘

Effective for interim and annual financia! statements for fiscal years beginning on or after October 1,-2007, the new CICA
Handbook Sectrons 3862 and 3863 replaced Sectlon 3861 to prescribe the requirements for presentation and disclosure
of financial lnstruments The ob;ectwe of. Sect:on 3862 is to provide users wrth information to evaluate the significance of
the fi nancnal mstruments on the entity’s fi nancral position and performance the nature and extent of risks arising from
financial mstruments and how the entity manages those risks. The provisions of Section 3863 deal with the
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classification of financial instruments, related interest, dividends, losses and, gains, and the circumstances in which
financial assets.and financial liabilities;are offset. These new.sections are effective for the Trust beginning January 1,
Future Accounting‘Changes

Section 3064 Goodwill and Intangible Assets

Effective for interim and annual financial statements for fiscal yedfs beginning/on or'after October 1,.2008, the new CICA
Handbook Section-3064 will replace, Section 3062:"Goodwill and -Qther Intangible Assets™ and Section 3450 "Research
and .Development Costs”. This Section establishes standards for the recognition,: measurement, p:_'es.enta;tidn-and
disclosure of goodwill and intangible assets including internally generated intanéible assets. This new section is effective
for the Trust beginning. January 1,.2009. The Trust-does:not expect any, financial impact as a result of this new CICA
Handbook section. N T o

- . Loaf ' a HEN o o

International Financial Reporting Standards (IFRS)

In 2006, the Accounting Standards Board announced a new strategic plan for the convergence of Canadian GAAP with
IFRS beginning 2011. AltaGas is currently assessing the impact of IFRS financial statements which cannot be
reasonably estimated at this time. The Trust is in the process of securing resources to complete the project and
providing training to employees affected by the change in accounting standards.

SIGNIFICANT ACCOUNTING POLICIES

AltaGas’ significant accounting policies remain unchanged from December 31, 2007 except as disclosed in the notes to
the interim Consolidated Financial Statements for the three months and six months ended June 30, 2008. For further
information regarding these policies refer to the notes to the audited Consolidated Financial Statements in AltaGas’
2007 Annual Report.

CRITICAL ACCOUNTING ESTIMATES

Since a determination of the value of many assets, liabilities, revenues and expenses is dependent upon future events,
the preparation of the Trust's interim Consolidated Financial Statements requires the use of estimates and assumptions
which have been made using careful judgment. AltaGas’ significant accounting policies are described in the notes to the
interim Consolidated Financial Statements for the three and six months ended June 30, 2008 and in the notes to the
2007 audited Consolidated Financial Statements included in the Trust’'s 2007 Annua! Report. Certain of these policies
involve critical accounting estimates as a result of the requirement to make particularly subjective or complex judgments
about matters that are inherently uncertain and because of the likelihood that materiaily different amounts could be
reported under different conditions or using different assumptions.

AltaGas' critical accounting estimates are risk management assets and liabilities, amorlization expense, asset
retirement obligations, asset impairment assessment and future tax liability. For a full discussion of these accounting
estimates, refer to the MD&A in AltaGas’ 2007 Annua! Report and the notes to the interim Consolidated Financial
Statements for the three and six months ended June 30, 2008.

OFF-BALANCE-SHEET ARRANGEMENTS

The Trust is not party to any contractual arrangement under which an unconsolidated entity may have any obligation
under certain guarantee contracts, a retained or contingent interest in assets transferred to an unconsolidated entity or
similar arrangement that serves as credit, liquidity or market risk support to that entity for such assets. The Trust has no
obligation under derivative instruments, or a material variable interest in an unconsolidated entity that provides
financing, liquidity, market risk or credit risk support or engages in leasing, hedging or research and development
services with the Trust.
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DISCLOSURE CONTROLS AND PROCEDURES « #"/" s, i v o . >

The Trust maintains disclosure controls and proceédurés desigred to ensure that iffofmation required to be disclosed in
reports filed or submitted under applicable securities legisfation is accumulated and communicated to manageme'ht
including the Chief Executive Officer and the Chief Financial Officer, as appropriate, to al]ow tlmely decisions regardmg
required disclosure.

INTERNAL CONTROLS OVER FINANCIAL REPORTING .. . . R e a
Management of thé Trust is responsible. for establishing arid maintaining internal controls-over financial. reporhng to
provide reasonable 'assurance regarding the reliability of financial réporting and the preparation of financial statements.
All internal control systems, no matter how well designed, have inherent limitations.” Therefore, ‘even those systems
determined to be designed effectively 'can prévide only reasonable assurance with respect to financiat statement
preparation and presentation. During second quarter 2008 there were no material changes to the Trust's internal
controls over financial reporting.
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(unaudlted) B
. _ June 30 December 31
(3 thousands) 2008 2007
" ASSETS . L ; e e Lt
Current assets
Cash and cash equwalents . , . L $ 12,785 § 12,451
Accounts receivable o 223,979 191,879
Inventory _ ‘ - 130 130
' - Customerdeposits. . . ' ... e 24,015 24,369
' Risk management (ote 11). . . . o . . 111,741 66,811
Other current assets 7,897 9,714
380,547 305,354
Capital assets (nore '6) o 1,320,241 /682,322
' Energy arrangements contracts and relationshlps (rota 7) 174,855 ’ 95,716
Goodwill 124,576 18,260
Risk management (note 11) 46,759 33,640
Long-term fnvesltments and other assets 22,186 - 64,509
T PR _ e e . % 2,069,164 "% 1,199,801
LIABILITIES AND UNITHOLDERS' EQUITY 5
' Current liabilities - N .
‘Accounts payabla and accrued Ilabmtles L L. $. 210593 § 177,802
“  Distributions payable to unltholders wo b ' 1ﬁ2,4'14 10,167
Short-termdebt . 1 o ) 2,208 ¢ 3,551
‘Current portion oflong- lerm dabt (note 8) 1,350 1,2@4
"' Customerdeposits T A i 24,015 " 24,369
: Deferred reverue - LS . o0 oI 1,718
" Risk management {note 11) ’ 129,599 60,848
Other current liabilities 18,909 .- . 9321
. ' o o 401,955 289,010
-Long-term debt (note 8) i o ~ 483,791 215,949
Asset retirement obligations 35,485 18,811
Future income taxes S L T 193,241 . 58,229
iRisk.-management (noté.11) . 49,292 30,166
. Convertible debentures (note 9) oL . Lk 16,880 -
Other long-term liabilities 5,910 2,948
" ' 1,186,554 615,113
Unitholders' equity (notas 12 and 13) 882,610 584,688
$ 2069164 § 1,199,801

See accompanying notes to the Consoclidated Financial Statements.
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Consolidated: Statements of Income
and Accumulated Earnings

W

{unaudited)

Three months ended

Six months ended

- . . Coe . June 30- - . “June 30
($ thousands except per unit amounts) 2008 2007 2008 2007
REVENUE .- ; : '

"Operating 489,832 $ 340634 § 932204 '$ 766,676

Unrealized gain (loss) an risk management {2,896) 413 (2,268) ’ 475
Other 149 731 1,510 2,692
487,085 341,778 931,536 769,843
EXPENSES - :
Cost of sales 369,800 261,682 703,503 . 610,455
Operating and administrative 63,447 ., 37,014 . 110,594 75,075
Amortization: h ) o
Capital assets 14,448 9951 27,965 20,239
Energy arrangements, contracts and o eem C - L,
., relationships Co - 2,376~ -~ ~ 1,903 4;860- - -3,807
450,071 -+ 310,550 846,922 - - 709,576
Interest expense Lo e g TR i
Short-term debt 389 ") 413 . 148
Long-term debt ) 5929 . -2960 .. .. 12,144 5.976
Income before income.taxes 30,696 28,180. .. .. 71,297. 54,143
Income tax expense (recovery) (2,215) 7,127 807 ., 8510
Net income . 32,911 21053 . . 70490 .. . 45633
Accumulated earnings, beginning of period 547,991 426,198 510,412 - - 401,618
Accumulated earnings, end of period 580,902 § 447251 & 580,902 - $ ..-447,251
Net income per unit (note 15 S
Basic LT $ 049 S 037 8 “TMoe $ 080
Diluted $ 049 $ 037 $ '106. % - . 080
Weighted average number of units outstanding (thousands}) (notes 12 and 15} e Lo
Basic 67,382 57,199 v 66,223 56,931
Diluted 68,302 57,235 « oo BTAST

See accompanying notes to the Consolidated Financial Statements.

56,966
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Consolidated  Statements of.Coniprehensive Income
and Accumulated Other Comprehensive Income

(unaudited)
: o : Three months ended Six months ended
0 + FE June 30 Co- JuneSO
" (8 thoisands) oot T T 008 T T 2007 2008 2007
Netincome = = v F T$ 32911 § 21053 § 70490 $ 45633

Other comprehenswe income, net of tax
Unrealized net gain {loss) on avallable for sa!e .
financial assets ) - . 10,383 ' (17,873) - 10,399
Unrealized net loss on denvatives desugnated as o C '

cash flow hedges . (11,480) {(4,570) (14,866) ,' {4,086}
Reclass1f cation to net income of net gain (Ios$)
on derivatives designated as cash flow o ) ‘ ‘ ‘
hedges pertaining to prior periods .. 477 C o (3,170) ' (2,423) {3.389)
- . .- (11,003) 2,643 (35,162) 2,924
' Comprehensive income $ 21908 % 23696..%. 35328 % .48 557
: vt ]
Accumulated other comprehensive }ncome
- (toss), begmnmg of period - ~ - ~--- - - § - -3010 "§  (2,353) $ 27,169 T
Adjustment resulting from adoptien of new i
‘financial instrument accounting standards’ ~ -" - S (2,634)
Other comprehensive income (loss), net of tax' {11,003) 2643 M - [35162) 2,924
'Accumulated othef comprehensive income * “ R ’ .
- (loss), end of -period n Y (7.993) § 200 °'§ (7.993) '3 " 290

Se accompanying fdtes to the Consolidated Finaricial Statements.
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Consohdated Statements of Cash Flows

P e e (unaudlted) A ‘ e
Three months ended Six months ended
. . ST June 30 June 30
(% thousands) c 2008 2007 2008 2007
Cash from operations . . - e NS :
Net income . B 32911 § 21053 § 70,490 $ 45633
ltems not involving cash: ' o
Amortization 16,824 .- 11,8“54' _ 32,825 o 24,046
Accretion of asset retirement obligations 498 ' 424 . 955 850
Unit-based compensation 95 - 157 .. L - 331
Future income tax expense (recovery) {2,413) 7127 590 ~ ., 8510
Gain (loss) on sale of assets ‘ (311) "(1,490) (318) (1,563)
Equity income (loss) ' ' (36) {317) T (581) T, (1,693)
Distributions from equity investments 61 ‘ " 503 . 137 - 71,258
Unrealized (gain) loss on risk management 2,896 (413) . ' 2,268 {475)
Other - - 115 .. do0. . 308 . 547
Assel retirement obligations settled . {161) . . {20) SR - I § [ — {140)
Net change in non-cash working SR T
capital (note 16) 28,644 7397 10,597 15,396
79,123 - 48575 - 117,336 ° 92,700
Investing activities A N
Decrease (increase) in customer deposits (6,022)-. . . -(6.287) L.+ 354 1 .- (6,183)
Decrease in note receivable _ 5,500. ': Cre ok - 5,500 e
Acquisition of capltal assets T ) T (32,545) (9 875), o ~,,{84,233) ~ . {20,888)
DISpOSItan of capital assets ST 8,843 a0 8843, . 507
Acquisition of leng-term investments and other-- o - R v o
assets L . {399) - o{420) . . (261,005). . {199)
Disposition of long-term investments and other s T
assets - 375 - 375
(24,623) {16,117) (330,541) (26,988)
Financing activities
Increase (decrease) in short-term debt (7,260) (5,655) (1,252) 1,845
Net issuance (repayment) of revolving
long-term debt (126,130) (19,894) 153,666 (137,113)
Issuance of long-term debt - - - 100,000
Repayment of long-term debt {733) - (733) -
Distributions to unitholders {34,868) {28,959) {68,066) (57,810)
Net proceeds from issuance of units 117,713 13,979 125,424 26,449
Net proceeds from issuance of warrants (note 12) - - 4,500 -
(51,278) {40,529) 213,539 (66,629)
Change in cash and cash equivalents 3,222 (10,071) 334 (917)
Cash and cash equivalents, beginning of period 9,563 22,380 12,451 13,226
Cash and ¢ash equivalents, end of period $ 12,785 $ 12,309 § 12,785 $ 12,309

See accompanying notes to the Consolidated Financial Statements.
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Selected Notes to the Consolidated Fmancnal Statements

(unaudited)

(Tabular amounts in thousands of doilars unless otherwise indicated.) P e e L e .

1. BASISOFPRESENTATION " @ ' fowEe s

The interim Consohdated Fmanc:al Statements of AltaGas Income Trust jAItaGas or the Trust) |nclude the accounts of
the Trust and all of its’ wholly owned subStdtanes and |ts proporttonate mterests tn varlous partnershtps “and jOInt
ventures.

The.interim Consolidated Financial Statements have been prepared by management in accordance with Canadian
generatty accepted accountmg prmmples (GAAP) The acccunttng pollmes applted are consistent with those outlined in
the Trust's annual Consolidated Financial Statements for the year ended December 31, 2007, except as described
below in Notes 2 and 3. These interim Consolidated Financial Statements do not include all disclosures requn'ed in the
annual financial statements and should be read in conjunctton with the 2007 audlted Consoltdated Financial Statements
included in the Trust's Annual Report.” SRR !

. Lty ot

2. COMPARATIVE FIGURES
Certain comparative fi gures have been reclassified to conform to the current, fi nancnat presentation.

ot LT M

3 CHANGES IN‘ACC_OUNIT,ING POLICIES

Changes, For, 2008 )
Eﬁectwe January 1, 2008 the Trust adopted the new CICA Handbook acccunttng requrrements for Sectlion 1535 “Capital
Dtsctosures Sectton 3031 “Inventortes Sectton 3862 “Ftnanmal lnstruments - Dtsclosures and Section 3863
“FtnanCIaI !nstruments - Prelsentatton" 1n£ accordance w1th the transmonal prcwsmns for ‘these new standards, these
poltc:es were adopted prospectlvely W|thcut restatement of pt’lOI’ penods

LR o

a1
h

i T

[ . B H. o .o -
' PP P L A W1F Vi : ' PR PR

Capital Disclosures . "

CICA Handbook Section' 1536 "Capital Disclosures® requires the disclosure of quatttatwe and quantitative |nformat|on
about the Trust's objectives, policies and processes for managing capital , which have been.provided in note 9.

Inventories * ., - R S AU S .

'Inventory consists-of materials and. supphesand natural gas |lqu1ds (NGL) product held for sale All inventory is valued
at the lower of cast and net realizable value. Cost is assigned using a weighted average cost formula.

Financial Instruments

CICA "Handbook Section 3862 -"Financial' Instruments - Disclosure® and Section 3883 “Financial Instruments -

Presentation” replace Section 3861 "Financial Instruments - Disclosure*and Presentation” effective January 1, 2008 for

the Trust. Section 3862 requires the disclosure of infermation to allow users to evaluate the significance of the financial

instruments on the entity's financial position and performance and the nature and extent of risks arising from financial

instruments and how'thé entity manages-thcse risks. Section 3863 deals with the classification of financial Instruments,
" related interést, dividends, Tosses and gains, and the tircumstances in which financial assets and financial liabilities are

< offset The addlttonal information to comply with these standards is disclosed.in note 10. - 3
1 CaLT Al e, s o by [RTRERIANTIN R R T IR T
Future Accounting Changes R T R

Section 3064 "Goodwill and Intangible Assets”

Effacttve for interim and annual financial Sstatements for fiscal years beginning on or after October 1 2008 the new CICA
Handbook Sectlon 3064 W|II replace Secttcn 3062 "Goodwutl and Other Intangrble Assets" and Sectton 3450 "Research
and Devetopment Costs”. This section establishes standards for the recognltton measurement presentatlon and

T
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disclosure of goodwill and mtangnble assets mcludmg.mtemally generated |ntanglble assets This new sectlon is effective
for the Trust beginning January 1, 2009."

ry o~

1

International Financial Reporting Standards (IFRS) L Rk

In 2006 the Accounting Standards Board announced a new strategic ptan for the convergence of Canadian GAAP with
IFRS beginning 2011. AltaGas is currenltly assessmg the impact of IFRS fi nanmal statements which cannot be
reasonably estimated at thls time. The Trust is’ in the process of secunng resources to complete the project and
providing tralntng to employees affected by thé change in accountlng standards. s

4. ~ UPDATE TO SUMMARY OF ACCOUNTING POLICIES

As a result of the acquisition of Taylor NGL Limited Partnershlp (Taylor) and AltaGas |esuance of warrants ‘the Trust
has updated the followmg significant acco_untlng pollc:es )

e, L

Energy Arrangements Contracts Relatlonshlps and Amortization
Energy arrangements, contracts and relationships are recorded at cost which was falr value at the trme of purchase
and are amortized on a straight-line basis over their term or estimated useful life:

Sundance B Power Purchase Arrangements (PPAs) ) 19 Qearsd

Natural gas and power marketirig contracts o ' 18 - 49 months

Energy services relationships ey 15 years ) .

Extraction and transmission contracts (E&T) o "7 10-30years ‘

AltaGas owns 50 percent of two Sundance B PPAs through its interest in the ASTC Power Partnersh:p (ASTC) ASTC is
committed to purchase all of the power from the two 353—megawatt (MW) capacny Sundance B generatmg units. The
investment in the PPAs and’ the correspondlng revenue and expenses thereunder are recorded ‘on a proportlonate
basis. The Sundance B PPAs requnred a capltal outlay to acqulre The Trust |s obllgated to make payments o the
owners of the underlying generating units over the rem‘a:mng terms of the PPAs to Decembir 31r 2020. Such amounts
are recorded as cost of sales as incurred. Revenue from the sale of the committed power is recorded when delllvered. 7

The natural gas and power marketmg contracts are the rights and: obligations to buy and sell fixed volumes of natural
gas and power at contracted prices. Reveriue and expenses are recorded whén product is delivered. ¢~

Energy services relationships were purchased along with substantially all of the assets and liabilities of iQ2 Power Corp.,
AltaGas Energy Limited Partnership, ECNG Canada Ltd. and Energistics Group Inc.,-and are recosded at fair value and
amortized on a straight-line basis commencing with the expiration of the related short-term marketing contracts overthe
15-year expected useful life of the relationships.

The E&T contracts were acquired through the acquisition of Taylor and arg recorded at fair value and amortlzed ona
straight-line basis over the average expected life.of.the contracts. T

Per Unit Information.; , .. .. ... o ‘ A T .

Basic net income per unit is calculated on the: basus of the weighted -average. number of truet and. exchangeable units
outstanding during the period: Diluted net,income: per unit is calculated as if the progeeds obtained. upon exercise of
options were used to purchase units at the, average market price during the period plus the trust units issuable _on
conversion of outstanding convertible debentures and warrants. Diluted net income is increased by the interest on the

convertible debentures and decreased by the accretion on the convertible debentures.

. N Yoy

- ERP . A

Convertible Debentures

Convertible debentures are recorded at falr value upcn acqunsmon Iess the amount attnbuted to the convers:on feature
which is mcluded as part of umtholders equrty The dlfference between the fair valué and the principal’ amount is
charged to income on an effective yield basis.

AltaGas Income Trust - Q2 2008 35



SEC File # 82-34911

Warrants L T .
Warrants are, recorded. at fa:r va!ue deemed to. be. the gross proceeds_upon .lssue and are :nctuded as part of
unitholders' eqqlty, e L P ITR

o R BT TR S S

5. BUSINESS ACQUISITION

On-January 10, 2008-AltaGas Helding Limited Partnership No. 1: (AltaGas LP #1) acquired all of;the outstanding limited
parinership units of Taylor (other than the Taylor units already owned by AltaGas and its affiliates). Taylor participated in
the energy business through ownership of natural gas liquids extraction plants, natural gas processing assets and two

naturat gas-liquids pipelines. It also had an-interest in a 7-MW run-of-river hydroelectric generation plant.
. ik

AltaGas offered Taylor unitholders $11.20.in"cash or,0.42 units 'of AltaGas per unit of Taylor, subject to maximum
aggregate limits..of.;$245.0 million in cash and 8.0 million;Trust units, -including up to approximately 1.9 million
exchangeable Units. Prior to closing the acquisition, $27.9 milllion of Taylor onvertible debéntures were redeemed,
increasing Taylor units outstanding by-2.7 miilion. The aggregate purchase price was $598.7 million, including $256.3
million of cash and 7.7 million Trust units (including 0.2 million exchangeable units) valued at $198.9 million for.all the
outstanding units not previously owned by AltaGas, assumed debt and. convertible debentures of $132 5 million and
welghted average market price between two days precedlng and two days subsequent to November 11, 2007, the date
the.offer had been agreed upon and announced. R R . g
The following table summarizes the total consideration and the estimated fair value of the assets acquired and liabilities
assumed at the date of acquisition. Any final adjustments‘may significantly-change the allocation of the purchase price
and‘could affect the fair value -assigned o-.assets and liabilities. The preliminary allocation of the-purchase price is as
follows:

- v e i '»"1 " VAT +T
Total consideration.for 100% of Taylor -« ., 27 S ~¥7T T U5 L
“'Cost of 8.9% investmént in Taylor ortglnaﬂy owned by AaGas T T ' $ 24,672
- Purchase price fonthe remaining 91.1%.of Taylor.units: -~ ~ -, | .« -=_-: - L
« Cash consideration * .+« evanc, sg e el TR e vt 256,281
Units B T cee o, T e ~1198,861
Estimated transaction costs 11,000
Ii. * Equity portion‘of Taylor convedtible dabentures’ -+ "'~ o~ 2 s b D Y27 T 468,269
Total consideration N L < 492 941
Purchase price allocation for 100% of Taylor I I '
Assets acqunred )
_ Current assels M_ 30,585
‘Capltal assets_. .. . N C e 592,030
* Energy arrangements contracts and retatlonshlps Vel T 84,000
T Goodwill T i P . sl 106,316
Long-term |nvestments and other assets 4,640 817,571
4 S C el 1 6 .. £ ¥ N i "
Less liabilities assumed __ - RGO ot - - o . .
""Current fiabilities ST - v ... 27,550
Long- -term debt . . ] 110,423
" Convertible debentured’ e A R G C22AT1
Asset retirement obligations 14.350' o
- Fulureincome taxes . . .. . 144616 . -
Future employee obligations ' 2 542 L S
Risk management 2,978 " 324,630
3 492,941

36 "AltaGas Income Trust+ Q2 2008




SEC File # 82-34911

Until the date of acquisition, AltaGas accounted for its investment in Taylor using the cost method. As a restit, the
investment in Taylor was desighated as"availdble for sale and was mieasured at fair valué with the changes in fair'value
recorded in other comprehensive income (OCI). As of January 10, 2008 Taylor has been included i AltaGas'
Consolidated Financial Statements.

1 5
ot

AltaGas drew on us available credit. facnhty to ﬂnance the cash.consideration of $256 3 rmlhon for the Taylor acquisition.

. -
T ', * ot . o  t . '
St ' o \ ' L] . ' - e PR [

6:. ° CAPITALASSETS -+ "+ ~.oosl o Coo T e e Tl
SR S ; June 30 . o .. r : " December 31
2008 2007
- Accumulated - Netbook - - . ~ - Accumdlated” Net book

- .Cost ' amortization ~ " value - ' Cost amortization valt"re g

Extraction and Transmission °~ '- - < = - R v o .

Extraction and transmission assets ' $ . - 827,947 $- - (57,711)'$ 770,236 '$ 255,810 $ (46 07a)$ ‘209, 732
Field Gathering and Processing e e T e L ' '

"Figld gathering and processing assets -+ 604,594 - (161,663) 442,931 - 580,944 - (148, 297) 421,647 -

Other assets ¢« 5,045 ‘o (2,651) -7 3;294-¢ 4416 +  (2,161) =~ 2,255
Energy Services . e Tt v e . e T e
Energy services assets 9,909 (1,076) 8,833:' .9693 . .. (896) . 8797
Other assets 1,310 (260) 1,050 2,018 (156) 1, 862
Power Generation : " S Lo iy P - ’
. Capital fease {note 8) . 13,798 - (5 306)- 8,492 + 0 13,798 . (4 596)' T 189,202 .
Power generation assets . ‘. 75,935. o0 75,935 Noe 22013 5 e e 22,013
Corporate -
Other assets 22,836 (13,366) 9,470 19,230 (12,416) 6,814

$ 1,562,274 § (242 033) $ 1,320,241" $ 896 922 $ - {214,600) $ 682;322!
L R L L S | by o .
Interest capitalized on long-term capital construction projects for the six‘months ended June 30;/2008 was $1.1 million
(December 31, 2007 - $0.8 million). At June 30, 2008 the Trust had spenl approximately $113.4"million (December 3,
2007 - 3426 mllhon) on capital projects under construction that were not yet subject to amortization. -

In January 2008 tha Trust completed the acquisition of Taylor {note 4) which, resultad in the-increase to lhe extractlon
and transmission and field gatherlng and processnng assets. g T

7. ENERGY ARRANGEMENTS, CONTRACTS AND RELATIONSHIPS . . - -, . = .

PP 3

June 30 o Decé_ﬁﬁér 3'1“
. 2008 L. 2007
Accumulated  Net book . -~ Accumulated Net book
Cost amortization value Cost amortization .. value

Energy services and E&T S P ‘
arrangements and contracts’ $ 199,070 % © (41,881)% 157,189 % 115071 % ~ (37,7171 % ' 77.354
Energy services relationships 20,892 {3,226) 17,666 20,892 ., {2,530) 18,362

$ 219,962 § (45,107) § 174,855 § 135963 $  (40,247) % . 95,716
The amortization of Ithe' energy services relationships began in 2006 upon expiration of the cqrre_ébondiﬁg short-term
marketing contracts, )

Rc iR

In January 2008 the Trust completed the acquisition of Taylor (note 4) which resulled in the majonty of addltlons since
December 31, 2007 . o

e
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8. LONG-TERM DEBT oo T T e e sed
! I Y o T T R R T TN [ AR . Juhe 30 ‘December 31
L 2 R T I o 2008. - 2007
O'perat]ng loans™ =~ v .. THe o B RN I . 27’7,000 5 "+ 8,000
Medium-term notes Lt ewiede Mo Lt 200,000 " 200,000
Capital lease obligations 9,432 10,034
Other long-termdebt «.© . L T AT N A 1,407 T .
"Unamortized defefred financing -+~ ¢+, ca . e s vhnas sl st D (2,698) 0 - . v (881
o rne e n N T T e sl . ABS141 - . 0 217,183
Less current portion ™ 7 ' . N T <D - 0 %1,350 o 12348
' VT Tk e T e T T $ - 483,791 $ - 215,949

- Lt 2t 2 VLt bt ! _

Operating Loans

Al June 30, 2008 the Trust held a $375 0 million (December 31, 2007 - $300.0 mulllon) unsecuréd extendible revolving
three-year credit facility with a syndicate of Canadian chartered banks. Borrowings on the facility can be by way of prime
‘loans, U.S. base rate loans, LIBOR loans, bankers' acceptances or decumentary credits. Borrowings on the facility have
‘feés and interest at rates relevant to the nature of the draw. On September 30, 2007 AltaGas negotiatéd the extension
of the maturity date of this faclllty to September 30, 2010 S S

Oh March 31, 2008 the Trust negotiated a new $250.0" million unseclred 18-month credit facility With a syndicate of
Canadian chartered banks. Borrowings on the facility can be by way of prime loans, U.S. base rate loans, LIBOR loans or
bankers' acceptances. Borrowings on the facnllty bear fees and mterest rates relevant to the nature of the draw and the
facnllty mati.lrés oh Septernbiér 28/:2009;" E : G S : ‘

EU R O o IO T RN vl A TPy o T E ' N '
Al June 30,-2008 thé Trust had:drawh $2770.million (December 31, 2007 - 58 0 mn!hon) against the facilities. The prime
'lending rate at“Jure 38,2008 was ‘4.75pércent. (Decembér -31,°2007 - 6.0 percent), The average rate on the Trust'
bankers' acceptances at June 30, 2008 was 4.0 percent‘(December 31, 2007 -5.2 percent).

Medium-Térm Notes ~ -~ - R S N wLoEr oA ‘-; -t .
On -August 30; 2005-$100.0 million ‘6f'4.41 percent senior unseCured MTNs were :ssued ' The -notes mature -on
Septehiber 1,:2010; with interest payable semizannually. « - .0 "7 7 T P : -

On January 19, 2007 AltaGas issued a further $100.0 millicn of senior unsecured MTNs. The notes carry a coupon rate
of 5.07 percent-and:mature 'of January19, 2012..The net- proueeds weTs used to pay down ex|st|ng bank mdebtedneSS
and for- general corporate purposes. : :

Letter of Credit Facility

At June 30, 2008 the Trust held a $75.0 million"(December 31; 2007.~ $75.0 millibn) unsecured' three-year extendible

revolving-term letter of.credit facility with a Canadian chartered: bank maturing on. September 30, 2010.-AltaGas may
« borrow up to $25.0_million by way of prime loans, U.S. base rate loans, LIBOR loans- or bankers' acceptances on the
letter of credit-facility. ‘Borrowings on the facility-bear fees and.interest at rates.relevant to,the nature of the draw made.
At June 30, 2008 the Trust had letters of credit of $63.0 million (December 31,,2007 - $61.7 million}) outstanding against
the extendible revolving-term letter of credit facility. .
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9. CONVERTIBLE DEBENTURES O '

On January. 10, 2008 AltaGas assumed a principal amount of $22.1 million of 5.85 percent convertible debentures
through the acquisition. of Taylor. The debentures mature on September 10, 2010, with interest payable semi-annually
on September 10 and March 10 of each year. Prior to malurity, the debentures may be converted into trust units at the
option of the holder at a conversion price of $24.64 per trust unit. s U
The Trust may redeem the convertible debentures after September 10, 2008 and prior to September 10, 2009 in whole
‘or'in part at a price equal to their principal amount plus accrued and unpaid interest, if any, provided the current market
‘price’ of the trust units on the date notice is given is not less than 125 percent of the conversion price, subject to
adjustment in certain gvents. After September 10, 2009 and prior to the convertible debentures' maturity; the Trust may
radeem the convertibie debentures at a price equal fo their principal amount plus accrued and ‘unpaid mteresl if any
The Trust can elect to pay interest on the debentures by issuing trust units.” ’ )

e

P S - .s. N

Balance, December 31, 2007 -

Fair value of convertible debentures (notesy~ . . . . el ey I o 2217
Accretion - R S I LA A E R B 1)
Conversion to Trust units : L e S i tu oo e e (1,128)
Redeemed for cash o s Gt o {4,154)

Balance, June 30, 2008 $ 16,880

?

Iy - poon S um

10.”, CAPITALDISCLOSURE o S

By : o L A L S TRV At .
The Trust's objective for managing capllal is to mamtaln its |nvestment—grade- credit rating;and allow.the- Trust to
maximize the profitability of its existing assets and grow its energy infrastructure to create long-term value and enhance
returns for its investors: The Trust considers Unitholders'. Equity (including Accumulated Other Comprehensive Income),
short-term and long-term debt ({including current- portion), less- cash and. cash..equivalents to be part of.its capital
structure. The Trust's overall strategy remained unchanged from 2007. - . - 5. > 7 sl cogne L0 20 o
The use of debt or equity funding is based on AltaGas' capital structure, which is determined by gonsidering the norms
and risks associated with each. of its business segments. AltaGas' target debt-to-total-capitalization ratio is 40 to 45
percent. The Trust's debt-to-total capitalization ratio as at June 30, 2008 was 36.4 percent (December.31, 2007 - 27 4
percent).

. *

. R LY R TN YTl L ey
All of the borrowmg faCIlltIeS have financial.tests.and other covenants customary for-the types of facilities which must;be
met at each quarter-end. AltaGas has been in compliance with these covenants each quarter.since the issuanceof the

facilities.

A1, - FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT. -~ *- ', "4, B
In the course of normal operations the Trust purchases and sells natural gas, natural gas liquids and-power commodities
and issues short and long-term debt.The' Trust-uses derivative instruments fo reduce exposurg fo fluctuations in
commadity prices, interest rates and foreign: currency exchange rates that arise from lhese activities. Then’l’rust does not

make.use of derivative instruments for speculative-purposes. * -~ '+« et e T

.:,_ ;‘ Wi '._. oty . . ‘g
Fair Values of Financial Instruments

At June 30, 2008 all derivatives, other than those that meet the expected purchase, sale or usage requirements
exception, were carried on the balance sheet at fair value. The fair value of power, natural gas and NGL derivatives was
calculated using estimated forward prices from published sources for the relevant period. The calculation of fair value of
the interest rate and foreign exchange derivatives used quoted market rates.

The fair value of long-term debt has been estimated based on discounted future interest and principal payments using
estimated interest rates. The fair value of the convertible debentures was estimated using a Black Scholes model.
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e . . o

The carrying amount and fair values of the Trust's financial assets and liabilities were as follows:

Summary of FairValues T T uneso L ‘December 31
2008 ' 2007
Carrying .. .... Carrying KO
($ thousands) amount Fair value amount Fair \value
Financial assets . ’ -
Held for trading= "~ © % - 7 - N A i“ Sy bl - Lo
Cash and cash equivalentst" 12,785 = 12,785 7 12451 - ' " 12451
Risk management - derivativest? 136,616 136,616 83,200 83,200
Cash flow hedges . R : TRk T
Risk management@ 21,884 21,884 17.251 17,251
Loans and receivables ceo S
Accounts receivable and other assets!) G} . .. 222,520. ¢ " -+ 222,520 194,936 194,936
-~ Customer deposnts“’ e b 24015 o 24,015 24,369 24,369
_Availablefor sale R D T DT T N : : .
* Long-term investments and- other assets e N T T A 44,746 44 746
$ 417,820 $ 417,820 § 376,953 $ 376,953
Financial Iia't;il_it-iegm T Tt T RN IN
Held for trading.¢ .- - Y L et M R
: Risk management - derivatives®. & 5 "7 T 145432 % .. 145,432 © 86,799 86,799
Cqsh flow hedges- . » ¢ oo Cofgert, T AR r
"RisK nia‘hage'm'éﬁtﬁz" T T T 33,459 0 7 T UT3345% T 4215 ’ 4,215
.Other financial liabilities:  ~ - . I T KoL r e S ST
Accounts payable and other Ilabllitles(‘) (4) 225,133 -225,133 - 185943 185,943
Customer deposits(!) 24,015 24,015 24,369 24,369
Short-term debt 2,298 2,298 3,663 3,663
longtermdebt® . 487,839 . 482679 218,033 208,036

Convertible debentures B 16,880 " 18,384 - -

$ 935,056 §$ . 931400 § = 523,022 § 513,025

0} Due to the nature and/or short maturity of these financial instruments the carrying amount approximates the farr value.
@ Fair valus is equal to the-caitying:valiie for derivatives and hedged items.
@ Excludes income and sales lax of $9,356 (December '31,,2007 - 36, 656).

- W1 Excludes incorpe and sales tax.and deferred revenue of $4,369 (December 31,2007 - $1,180).

8 Inchides current poition of long-term debt-and excludes deferred financing of $2,698 (December 31, 2007 - $850).

,_._.

PRSP i N AETEE I

Summary of Unrealized Gain:(Loss) on:Risk Management ;o Cag e

Soeml oy €0 . T Three months ended Six months ended
o e e UL e w e - O June30 June 30

2O 2 n) 2008 2007 +.2008 2007

Naturalgas =~ ' T 472 618 828 910
-Natural gas hqurds ~y se - V- (4 §53) .. ~ i - - (1,601) -

Power 7 L anend . L R R 1) FE SO & (65)
Heat rate LI S : < s voo r o ams v (188) e -
Interest rate swaps R C1,276 - A (657) 1

Foreign exchange:= - - . (165) « = >, (146) (721) o (3n)

" Total T T T T T - (2,896) ’ 413 (2 268) 475
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Market Risk on Financial Instruments

The Trust is exposed to market risk ‘and potentialiéss’ from chafhges in thé valués of financial instiuments. AltaGas
enters into financial derivative contracts to manage exposure to fluctuations in commodity pnces mterest rates and
forelgn exchange rates. - s - )

Commodity Pnce RlSk Management

.Natum!Gas . . . . .;. e . e e w e . . ._._4 _ '

The Trust purchases and sells natural gas to its customers. The fixed-price and market-price contracts for both the
purchase and sale of natural gas extend to, 2012. ST Coa e
The Trust had the following contracts outstanding:

As at June 30, 2008 . Notional volume (GJ) _

Fixed price: . : - Period et Lo .
Derivative Instruments [ (per GJ) * (months) Sales Purchases. - Fair value
Commodity forward $2.16 to $10.37 1-49 86,055,360 = $(126,364)
Commodity forward $2.16 to $10.37 1-49 .- - 86,055,360 $ 124,171
As at December 31, 2007 ST T T T Notional volume {GJ)

Fixed price Period oL L
Derivative Instruments {per GJ) {months) Sales Purchases  Fair valie
Commodity forward “$21610 $10.37 " - ° 1-55 1053750031 ©vh- e S i (17,775)
Commodity forward $2.16 to $10.37 1-55 - 105,375,003 - $ 4,754

T . . R U I

In second quarter 2008 the Trust recognized an unrealized gain of $0.5 mlllnon (June 30, 2007 $0 6 mllllon) from the

Trust's natural gas risk’ management activities. eroR T LT

IV .,‘-

Natural Gas Liquids’ s o e
The Trust entered into a series of swaps to lock in a portlon of the volumes exposed to NGL frac spread

- v

TheTrUsthad lhefollowing contractsoutsiéhding:'.. e e

IR T R P I R A I T

As at June 30, 2008 - S Notlonal volume:r::. -
Period . ' Coer e e e
Product ‘ * .Fixed price {months) " .+ +- - Sales ° Purchases' - Fair value
Propane *-$1.2825 to $1.7200 US/gallon 1-30 - 36,901,368 gallons™" '~ -+ = i § (15,184)
Nomnal butane $1.4950 to $2.1000 US/gallon 1-30 11,552,592 gallons - (6,594)
WTI $83.20 to $125.35 US/BbI 1-30 = ' 4155504Bbls.< . .11 oc .t (5,768)
Natural gas’ $6.54't0 $9.95/GJ" 1-30 - 4,399,328GJ $ 17,697
As at December 31,2007 Y. . ... Notionalvolume = |
' o " "' Period :

Product T Fixed price {months) Sales Purchases -~ Fair valie
Propane - $1.2825 to $1.4725 US/gallon P-12 9,677,178 galtons - % (1,156)
Normal butane - ™' $1.4950 to $1.7000 US/gallon 1-12 2,612,064 gallons - (685)
WTI SEE $83.20to $89.10 US/BBI--  1-12 27,489 Bbls Elel T (143)

Naturalgas . - $6.455 to $6.550/G)  1-12 - - 1,382591G) § - 159
In second quarier 2008 the Trust recognized an unrealized loss of $4.6 miilion (June 30, 2007 - nil) from the Trust's NGL
risk management activities.
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Power - = - T

LR
-1

Py sy st S ‘

Under the’ power purchase arrangernenls AItaGas has: an. obligatior: fo. buy power at agreed terms and prices ‘to
December 31, 2020. The Trust sells the power tothe Alberta Electric System Operator at market prices and uses swaps
and collars to fix the prices over lime on a portion of the volumes: AltaGas' strategy.is to’lock in margins:to. provide
predictable earnings. Certain contracts met the expected purchase, sale or usage requirements exception and have not
been included in risk-management assets or liabilities. At: June 30;- 2008 therTrust had no intention t6 terminate any
contracts prior to maturity. T M . . TR T

»

The Trust had no contracts outstanding at June 30, 2008. S, g R

Vet RN T T R S ST B L L

As at December 31, 2007 R T L G Notlonalvolume(MWh)
‘ i w« - .Fixedprice . .. Period. ., .- .

Derivative Instruments - {per MWh) {months} o Salee Purchasee Fair velue
Commodity forward $79.00 to $80.60 1-3 2,160 -0 %5 (28)
Commodity forward - . .o+ -, 963251086800 - . k-3°. - o - La 2,160 $% 31

The Trust's power risk management activities from financial contracts not included in the hedging program had an
unreallzed -gain of $0:1.million in second-quarter 2008 (June 30, 2007 - loss of $0.1 million).
The Trust had the followmg commodlty swaps and collars outstanding:

(‘.

e

As at June 30, 2008 TR Notional volume (MWh) .

- oo ~ " "Fixed price” Period v o v
Derivative Instruments - 1" (0ef MWR) - (months) Sales Purchases Fair value
Swaps and collars $65.00 to $88.00 1to 18 1,657,224 - $ (13,765)
Swaps and collars $56.50  1to 114 v v og53680 § 7,026

[ B B e Y HAEREED) IR PO LI Pl . [ R H B T o T
As at December 31, 2007 N R L - - Notional volume {(MWh)
Fixed price Period

Dervative'instrimerits ~ * © © ™ (perMWh)  (months) "< Safes Purchases  Fair value
'Swaps andcallars ©. 77T '$65. 00 to $88. 00 “11024° ' 1,626,624 TR - 110,932
’Swaps and collars T _‘ ) ' $5s 50 P20t D T 263,016 0§ 3,339
The Tru=st had ho heat ratd Kédges 6utstand’in’g‘ atJuné 30, 2008,

The Trust had the followmg heat rate hedges outstandmg as at December 31 2007:

Y el L s
‘As at Becember 31, 2007 7 e 0 B T o ’Notlonaf volume’ (GJ of MWh) = = "
Fixed price period R o
Derivative Instruments (per GJ or MWh) {months) Sales Purchases  Fair value
Natural gas (per GJ) $6.08 to $6.17 1 . 79050 $ 17,968
Power (per MWh) - = -7 w70 1 $89'00'tb $138.00 * 7 7 1 T 6510 - % 170,019

HER S : i

‘It sedond Guarter 2008 the Trust recognizéd no unrealized galni-or loss (June 30, 2007 $0 2 m:lllon) from heat rate
hedging activities. .. Lot
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Interest Rate Risk Management

To hedge against the effect of future interest rate movements, the Trust enters into interest rate swap agreements o fix
the interest-rate on a portion. of its bankers' acceptances issued under credit facilities. The interest rate swaps have an
average remaining-term of 6 to 21 months and-a weighted average interest rate of 3.75 percent The Trust's target is to
have apprommately 70 to 75 percent of its debt: at'fixed interest rates. -2+ - S

R : - 3 1 B . l PR | . v A Lo ‘

At June 30; 2008 the Trust's interest rafe-risk-management activities. resulted in an unrealized: gam of $1.3 million (June
30, 2007 - nil) and fair market value position of $0.5 million.

Foreign Exchange Risk Management YA e

To manage the risk of fluctuating cash flows due to variations in foreign exchange rates, the Trust enters into foreign
exchange forward contracts. ‘At Juné 30, 2008 the Trust's foreign exchange risk management activities had an
unrealized loss of $0.2 million {June 30, 2007 - $0. miilion) and fair market value position of $1.0 million.

c . . H [ s ' . B

v -4

Sensitivity Analysr's : o PR . }
The following table illustrates potential effects of changes in re[eirant risk variables on AltaGas' net income and OCl-as
at June 30, 2008:

Yoo " LRI N L T * Increaseor - =}

' ‘ i : " Increase or --decreaseinnet ~  ‘Increase or
Factor Share decrease income decrease in OCI
Alberta electricity prices =L T LT §YMWh S T - e T 0 0480
Natural gas liquids frac spreadg(!) $1/Bbl 189 282
Interest rate swaps Pk 25 bps 513 -0 L

" Estimates the impact if condensate, propane, butane and natural gas inc::reaaed (decreased) by $1/Bbl.

, . : IR f .
S * L . Y o .
N+ 0 G o . Lot

Credlt Risk on Fjnancial Instruments :‘.

Credit risk resulls from the possibility that a’ counterparty toafi nanclai instrument from which'the Trust has an amount
owing fails to fulfill its.obligations in accordance with the terms of the contract, N

o

AltaGas' credit policy details the parameters used to grant, measure monitor and report on credlt prowded 1o
counterparties. AltaGas minimizes counterparty risk by conductmg credll reviews on counterpartles in order to estabhsh
specific credit limits on clients, both prior to providing, products or; sewlces and on a recurring basis. In addmon most
‘contracts include credit mitigation clauses which allow for AltaGas to obtain financial or performance- assurances from
counterparties under certain circumstances. AltaGas provndes an allowance for doubtful accounts in the nom'nal course
of its business. o

- 1
e 1

The Trust's maximum credil exposure consrsts pr:rnanly of the carrying value of the non-denvat:ve fi nancral assets and
the fair value of derivative financial assets.. At June 30, 2008 AltaGas did not have a significant concentration of eredll
risk with any single cuunterpartytoﬁnanciafhstrurp_gnts.

Coag e "

- . B [T T S, S -
gt - \ Lo L , N LENFIT AP S

Liquidity Risk on Fmancial Instruments Co T e e e O .
Liquidity risk is the risk that the Trust will not be able to meet its fi nancual obl:gatrons as they fall due. The Trust manages
this risk through its extensive budgeting”and monitoring ‘process to énsure it has sufficient cash and credit facilitles to
meet its obligations. The Trust's‘quecliye_‘is‘:lq maintain its investment-grade ratings to ensure it has access to debt and
equity funding as required (see note 9).
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At June 30, 2008 the I'rust has the foIIcwnng contraclual maturmes wnlh respect to ncn-denvatwe financial Irabilmes

PEENS - V.o
PN ren iaords " . -

Payments Due by Qeriod cee

; T “Total T 7o 2008 °0 T2009° 7 2010 ’ 201:1 - Thereafier

" Short-terrhdebt” -7 x . 2,208 T 12298 T A A A s
LOI:lg:tenn debtid - 487839 - - "v-1,350 - - -101,316 - “278 409 i “1,508 —105;25l6
Total $ 490,137 *'$:-'3,648 °$ 101,316 *=-$-278409 " § 1508 $ '105,256

0} Comprised of opera!mg loans, medmm-rerm no!as and capital lease cbligations excluding deferred financing costs (Note 7).
(23 includes curmrent portion of Iong-re.'m debt.

S 1, N ol u o
712”7 . UNITHOLDERS’ EQUITY™. " ~ "= ~.7° *~ 7 =~ _ . N
e S Lo June 30 December 31
. o b N O T ' ' T 2008 e 2007
Unltholders capital fnote 13) ST ' ' T “$ B32596 % 505,544
Contributed surplus (rote 15) 4,069 ‘3,875
Accumulated earnings 580,902 ' 510,412
Convertible debentures 1,160 -
Warrants . o “o5 e o b0 e e T e s e g Ly 4,500 . -
Accumulated dividends .. oo vwoan el iy w0 e (41,114) o (41,114)
Accumulated-ynitholdars” distributions: declarad™: « ¢ = - 50 10 o (461,415). - (391,103)
Distributions of common shares of Utility Group (29 848) (29,848)
, Transition adjustment-resalting from- adoptmg new.financial.instruments accounting - 5
costandards: ¢ ey 0 Y BT M L b - re e ey C e oy (247) . (247)
Accumulated. other-ccmprehensnve income -, P w0 e i e o (1,993) 0 - - 27,189
i AT B gn e STl n B, 4 R LS oYy e s i 1, & - 882,640 % - 584,688

(" Accumulated unitholders’ distributions paid by the Trust as at June 30, 2008 were $449.0 million (as at December 31, 2007 - $380.9
million).

B ' -
- . PR . “ - - 3
Yo . o~ ' e f S L

In 2007 the holders of trust units of the Trust and holders of exchangeable partnership units of AltaGas Holding Limited
Partnarshlp No 1. recewed one common share of AltaGas Utility Group Inc. (Utility Group)-for every 100.irust or
exchangeable units’ held on August 27, 2007. As part of the distribution plan, any unitholder allocated fewer than 50
common ‘sharés of. Utlllly Group received cash. The number of common shares of Utility Group distributed to unitholders
was 577,416, whlch reduced unitholders equity by $4.2 million. This distribution'resulted in'a 27 per(fent reducllbn of the

Trust's interest in Utll‘ty Group to 19.6 percent.
Y.

Lo

13;,; 'UNITHOLB'I_E‘R'S"‘QA‘EITAL-‘ LR R
Trust'Units Issued and Outstanding T e S Number of units - -+ Amount
December 31, 2007 56,057,438 - $& - 493,866
Units issued for cash on exercise of options 2,150 55
Units issued under DRIP(Y 676,510 15,965
Units issued for exchangeable units 25,161 253
Units issued on business acquisition 7,653,174 194,645
Units issued on conversion of convertible debentures 45,771 2,094
Units issued on public offering {net of $5.2 million of issuance costs) 4,398,750 110,077
June 30, 2008 68,758,954 $ 816,955
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Exchangeable Units Issued ahd Outstanding i~ .=.. - ~#'." ' . Numberofunits’ * .-  Amount
December 31, 2007 issued by AltaGas LP #1 2,040,456 $ 11,678
AltaGas LP #1 units redeemed for trust units *. s 1> .. (25,161) (253)
Units issued on business acquisition 163,607 4,216
Juné 30,2008 - - oL o T 2118902 15641

Issued and outstanding at June 30 2008 it . 70,937,856 '$ 832,596

- [

f ] Premrum Drstnbutron"‘ Dfstnbutron Remvestmenr and" Opt:one! Unit Purchase Plan. "~ -

Threé Moriths Ended *~ " Slx Months Ended

“Juné30 " June 30
Units Outstanding 2008 2007 2008 2007
Number of units - basici 67,382,085 57,199,103 66,223,220 ' 56,931,021
Dilutive stock options 920,389 36,233 933,845 34,715

Number of units - diluted® 68,302,474 57,235,336 67,157,065 56,965,736

2007 - $0.7 miflion).

1 Includes exchangeabls units.

{2 Weighted average.

The Trust has an employee unit option plan under which both employees and directors are eligible to receive grants. At
June 30, 2008, 10 percent of units outstanding were reserved for issuance under the plan. To June 30, 2008 options
granted under the plan generally had a term of 10 years to expiry and vesled no longer than' over a four-year period. =
- o T P .

At June 30, 2008 outstanding options were exercisable’ at various dales to"the year:'2018 (December:31, 2007 -.2017).

- Options outstanding under the plan have a weighted average exercise price of $25.73 (December 31, 2007 - $26.36)
‘and a weighted average remaining term of 8.6 years (December 31, 2007°- 8.76'yéars). As at 'June 30, 2008 the

unexpensed fair value of umt optlon compensatton cost assoc:ated mth future penods was $0 5 mllllon (December 31,

.o - " - LN - 1 Ey . .
-t o LA - 4l 2 - “ . e

The following table summarizes information about the Trust's unit options:

A, o ' ) P [FELA T
P . . .. F

) Optiehs oufstaqdin__g '

. . . T .. Number of _ B
_ ; ‘ L ] LT T _' T options Exércjee price("
Unit options outstanding, December 31, 2007. . . o oot 310 400 - $ . .26.36
Granted ' o e 413 750 . 2399
Exercised 150 1747
Cancelled ~(130,750) 26.69
Unit options outstanding, June 30, 2008 71,591,250 $ ' 2573
Unit options exercisable,June 30, 2008 . 2_50.159 $ .. 2316
() Weighted average. - - e e S e e T T T (ﬂ
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A summary of the employee unit option plan as at June 30, 2008 -+

Tt . At eyl L T T
Options outstanding

Options exercisable

Number Exercise Remaining Number Exercise

outstanding® . . pricel? contractual lifel? exercisable() price®®
$5.00.- 7.00 9,000 $ 6.10 1.85 9,000 $ 6.10
$7.01-15.50 - o 27,500 10.29 4.66 27,500 10.29
$15.51-25.08° T, 704,000 ;7 - 2427 777 9 85992 ~ . 24.23
$25.09 - 29.50 850,750 v 27.69 8.37 127,667 . 26.42.
" 25.73 8.60 250,159 - $ - 2316

;- 1,591,250, ., 501 §

g

e

) As at June 30 2008.

’ N
B

rz) We:ghted average.

e
k]

M Weightad average number'of years.

In 2004 AltaGa-s imp_lemer]t@_d,'.a unit-based compensation plan, which awards pharitom units to certain employees. The
phantam units are valued'on distributionis declared’and the trading price-of the Trust's units. The:units vest on a graded
vesting schedule. The compensatlon expense, reoorded in second quarter 2008 in respect of this plan was $1.4 million
{second quarter 2007 - $1.0 million). As at June 30, 2008 the unexpensed fair value of unit-based compensauon costs
associated with future periods was $13.5 million {December 31,2007~ $14.2 mnlhon) *

14, CONTRIBUTEDSURPLUS ) o :
. LE T ' June 30  December 31

S - e 2008 2007
Balance beginning of penod - $ 3,875 $ 3322
Amomzatlon of uhit options . “‘ —— S 223 .. . 817
Exercise of unlt options e ""5 : (18) (18)
Cancellation of unit options e e s - (11). .(486)
Balance, end of period 3,875

~§ 4,060 $

15--" INCOME'PER UNII'I‘ -t

L O S eew Three Months Ended Slx Months Ended

i ‘e SN ~June 30. June 30
2008 2007 2008 - 2007
Numerator:

Numerator for basic income per unit ‘$ 32011 § 21053 § 70490 § 45633
.. Numerator for diluted income per unit $ 33156 $ 21,053 $ 70,995 § 45633

Denommator ’
Wenghted—average number of units 67,382 57,199 66,223 56,931
" .Dilutive unit options . .. el .. - 920 36. . 934 35
Denominator for diluted income per unlt 68,302 57,235 67,157 56,966
Basic income per unit e $ 0.49 $ .0 37 . $. o 106 $ 0.80
Diluted income per upit-~ -+ -~ - $- - 049 -3 . 037 . 106 $ 0:80
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16. NET CHANGE IN NON-CASH WORKING CAPITAL .

The net change in the following non-cash working capital items |ncreased (decreased) cash flows from operations as
follows: - Lo o e

— P . - - . . e [ —

E, PR -y

I Three Monlhs Ended Six Months Ended

s : T T ] . June 30 " June 30
i . o R 2008. - - 2007 2008 2007
Accounts receivable (1 v L. 1 (7,874)% ‘34,605 $ 1,065 $ 66,834
lnventory L e o T (o)
Other current assets @ b e (AB58)T . (482) (3.683) 6,296
Accounts payable and accrued liabilities () ' 12,577 (31,959} . (874) (62,657)
Customer deposits 6,022 6,287 (354) 6.'1 83
Deferred revenue 459 225 1,059 - . 423
Other current liabilities 14,059 . .337 . 9,588 . (5256)
21,297 9,013 6,801 11,773

.Add decrease (increase) in capital cqsts payable . oo, 1347 L (1,616)  3,796. | :3,623

Net change in non-cash working capital related to operations - $ . 28,644 § . .- 7,387.% 10,597 $ 15396

m Specrf‘ ¢ !rne items may not tie to net change in Ba!ance Sheet due to acqmsmon (note 3.

) Excludes note receivable of $5.5 million mcluded in ;nvestmg ecuwfres o

1

The following cash payments have been included in the determination of earnings:

Three Months Ended Six Months Ended

Cm e e e e e JUNE 30._ e s e .Jun‘elso

2008 2007 * " 2008 | 2007

Interest paid $ 7431 % 3,134 0§ 12,393 $ 6,253

Income taxes paid . $ 7 8 15§ 325 § . 96
17.-- PENSION PLANS'AND RETIREE BENEFITS - - - = - - - e T

During the first quarter of 2008 the Trust assumed two defined benefit pension plans with the acquisition of Taylor.
These plans are in relation to the unionized employees at the Younger Extraction Plant and certain employees al the
Harmattan Complex. The cost of the defined benefit plans. are based on, management's estimate of the future rate of
return on the fair value of pension plan assets, salary escalations, mortality and other factors affecting the payment of
future benefits. AltaGas adjusted. the actuarial liability of these plans to follow the same assumptions used under its
existing pension plans.

Tl}e net pension expense by plan for the period was as follows:

e @Rt s .
. Three Months Ended -~ - Six Months Ended
aJune30 L ,June 36
- 2008 2007 2008 2007
Defined contribution plan - - - -~ - - - % 253 $ '-383 % 774 $ - 765
Defined benefitplan . - T A SRR vt S 6
Supplemental execulive 'fleli['e“ment pldn ’° ' 291 259 ' 500" 's5i8

e <. - % - 718 §..645.% 1613 § 1289
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18. RELATED PARTY TRANSACTIONS
In the normal course of business, the Trust and its affiliates transact with related parties. These transactions are
recorded at their exchange amounts and are as follows:

TN i : Three Months Ended Six Months Ended
g : . 'l ‘n.“:;{:h e ; . '_-f{:..'.:'w"' F ,‘ June 30 - - June 3'0' -
) ., ) , _2008 2007 . 2008 2007
-,..+ Fees for administration, manggement and other services paid. FEE |
by:. P s TRae ST A N R e :
Uuhty Group totha Trust - A N EEEROT T V. 7 $ 97 $ . 15
T The Trust to Utility Group $ -45 § 127 $ 2 3 265
N Naturalgas sales by the Trust to Utility Group subsndlar;es' $16,03"3—‘” $ 13,428 | $58,206 $§2.344 '
Fees for operatmg services paid by Utility Group subsidiaries $ 86 3 77 $° 154 - 3 143
Transportahon services provided by Utility Group subsidiaries Y $ 125 $ 119 . $ 242 $ 243

"=y - Office space and fumiture rental-payments made by the Trust lo . p
a corporatianowned by.an employee_r.“ Lo s o8 22,008 21 $ 44 3 42

'

e OaeTr . " T ' R Co an

The resulting amounts due from and to related parties are non-interest bearing and are related to transactions in the
normal course of business. ' . v .
Included in accounts receivable at June 30, 2008 was $2.6 million {December 31, 2007 - $13.5 million) due to the Trust
from related parties. Included in accounts payable at June 30 2008 was $1 000 {December 31, 2007 - $50,000) due
: from lhe Trust to related pames T 5 W
R T -'r.:', Ty ‘-‘.n_.:_:;- FTR LT 1,, Lo .
Dunng third quartér 2007 -Altai3as sold its 33.3335 percent interest in the Ikhil Jolnt Venture to Utility Group for $9 0.
million.i¢ execute the divestiture of non-coré’ produchon assets; ) R PR

- PN . .
s0% [ I L L SO et N e :

. . Tl by s M S, AR WL
1Fr 19, SEGMENTED INFORMATION
. v AltaGas is an integrated enérgy trust with 'a portfolio of assets'and services used to mave energy from the source to the -
"~ end-user. The majority of the lransactions among the reporting segments are recorded at the market price of the
"2t *. commodities and the remdinder -are’:at“the &xchange amount. The following describes the Trust's five. reporting
segments: .

S Extraction an’c’l'-Transrhiss'Ion —NGL processing and extractlon plants and transmnssuon plpellnes fo transport
T o " inatural gasand NGL o ;
Field Gathering and Protess!ng =~ 'natural gas gathering Imes and processing’ famlmes
Energy Services” ™" 7 7" _ energy management and gas services for natural gas and electricity;
Power Generation - coal-fired and gas-fired power outpul under. power purchase arrangements and
other agreements, gas-fired power plants as well wind and run-of-river power
projects under development; and

Corporate - the costs of providing corporate services and general corporate overhead,
investments in public and private entities, corporate assets and the effects of

changes in the fair value of risk management contracts.
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The following tables show the composition by segment:

TS ; e
P I L P A e DoEee L oo AR
RSN 3 oo
Field

Thre'e’_l\ﬂd':mths Endeql o Emr:icum Gathering
Juna_30: 2008 : Transml-s:igg Processaig SSr'\‘f?;gz Subgt?l Gen:r::iv:r: Corporate m‘glmgn?ﬁe:r: Total
Reve(nyq_ ' $ 113%45_5 $ 43621 $ 204900 § 449,764 § 58,071 § 149 $ (18,003) $ 489,981
Unrealized loss on risk management ~ . e e e amie el et e e e =L M2,898) - (2,896)
Cost of sales (67.109)  (3.057) (291,941) (362,077) * ' (26,237) oo 18,508 (369,800)
Operating and administrative (18,318) {27,819) {3,415) {49,552) (548) (12,842) (505) ~ (63,447
Amortization ° ’ (6,869) . (6,992) (523) (14,384) {1,895):" -. (545 . . - {18,824)
Interést expense ’ e N - - - e (B,318), 7 s - (6,318)
Income- before income taxes SR 18,947 ‘$ 5753 §.. (949§ 23751 ‘$_ 29,397 § (22452) .. . - § 30,696
Net additions (reductions) to: . B . Ce . s,

Capital assets!" $ 97198 7714 % 5938 18026 § (9!?7)3‘ ‘202 I B o4

Long-term investment and other assets® . - _ S L Co- -
Goodwill $ 124,361 § 215~ cUUS 8 124,576 mO YL T T T 8 124,576
Segmented assets . | $1,028,972 § 557,365 $ 121,747 § 1,708,084 §° 196,561 § 164,519 " - $2,089,164
{V Includes non-cash transactions of $6,431. ’ ’ o ' g
@ Includes non-cash transactions of $399. . v !

‘ SRR U AV L B R

Six Months Ended - “vw . Exraction’ - -Gathering . e Tl b w o TS ooy e
June 30, 2008 Tmnsr_n_ig.a_igf\ Pmcas:i:g 552?3§ Subgﬁ Gan:r::lv:r: "bamie"gpgﬂsnfi?u?t{?rf‘ Total
Revenue $ 220,203 § 77,974 § 561034 $§ 859211 $ 109,705 $§ 1,510 § (36,622) § 933,804
Unrealized loss on risk management .+ ">~ “. ce e e tmar r sl TSNS Dk et (2,268) 0 - cre e (2,208)
Cost of sales (130,521}  (5,804).:-(554,615) - (690,940) " :{49,434) »~ .. 36,871 . (703,503)
Operating and administrative (32,067) (48,247}  (6,493) (87,707) (1,201}  (21,437) {249)  (110,594)
Amortizatian (13,077}  (13,848)  (1.050) (27.975)  (3.733) (1,117 - (32.825)
Interest expense - - - - TR 3Lt . - (13,317)
Income before income taxes, " . ..- - . §.- 43,638.$- - 10,075.$. < (1,124) $-.- '52,58%.% ,' 55,337 §. (36,629), ... .- --$ 71,297
Net.additions (reductions) to: K AT T e . T A et

Capital assets(? . : . $ 572,138 $ ° 36,179°% .. 1,655-$% 609,972 $ . 54,296 § 835 - . .- 1= § 665103

Energy arrangements, T
contracts and relationships $ 66,000 - - % 66,000 $ 18,000 - - § 84,000

Long-term investment and ather
assets!? AN GEe oo R tPE AR RPN S AT | 4,861 § (46,935) . .. . -.§ (42,074)
Goodwill $ 124,361 § 215 vnl vile % 7124,576 - - - $ 124,576
Segmented assets © ol 2D $1,028,972 .80 557,365 °$ 121,747 ;% 1,708,084 § -196,561~%7 164,519 ~ . 1 - $2,069,164

— e B T LI e ——T
" héludes nori-cash transactions of $589.663 ainly ‘due to'business acquisition: - ' Favet T G S
@ Includes non-cash transactions of $303,029-mainly due to business acquisition, ' .+ ="
" . - - ro_ 1]
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Three Months Ended- .° -¢  -" " - Exraction ™ ‘Gathgrlle::“g- s :
June 30, 2007 Transmlsgggﬁ 'Pm'cessjg'g a Ssrr\l:crg: - "élibgaté“il "(::-er‘mpr:::r: “Corporate lmgm?t%ﬂ Total
Revenue $ 33652 5 35811 $248574 $ 319037 3 40691 § 731 § (19,094} % 341,365
Unrealized gains on risk management - - - - . 413 - 413
Cost of sales (18,387)  (1,961) (241,627) (261,975) (17.760) - 18,053  (261,682)
Operating and administrative (4,435)  (22,009) (4,327) (30,771) (466) (6,818) 1,041 (37,014)
Amortization (2,006) (6,458) (961) (9.426) {(1.860) (568) - (11,854)
Interest expense - - - - - (3,048) - (3,048)
Income before income taxes $ 88245 6382% 1659 % 16865 8 20605 % {(9,290) - & 28,180
Net additions to:

Capital assets(" $ 16388 4930 % (30104)% (235355 3897 § 454 - % (19,184)

Long-term investment and other assetst - - - - 5 324 § 11,404 -% 128
Goodwilt $ 18,045 % 215 -% 18,260 - - - § 18260
Segmented assets $ 237419 $ 508133 § 99737 § B45289 § 121,661 $ 212,611 - $1,179,561
M Includes non-cash transaclions of $28,969.
@ Includes non-cash transactions of $11,683.

- Field
Six Months Ended Extraction  Gathering
June 30, 2007 Transmissagg Proces.!::g Ssrr:rei}crg: SublGo::i Genepr:::rrl Corporate Imlglrlfnaigu?tfgrz Total
Revenue $ 70973 5 70,041 $584,158 § 725172 3 84984 $ 2,692 § (43480)% 769,368
Unrealized gain (loss) on risk management - - - - - 475 - 475
Cost of sales {39,881) (3,580) (571,167) (614,628) {37,593) - 41,766 (610,455}
Operating and administrative (8.781)  (42,902)  (8,606)  {61,289) (921}  (14,579) 1,714 (75,075)
Amortization (4,007) (12,979) (2,203) (19,189) {3,721) {1,136) - (24,048)
Interest expense - - - - - (6,124) - (6,124)

Income before income taxes $ 17304 § 10580 % 2182 $ 30,066 § 42,749 5 (1B,672) - % 54143
Net additions (reductions} to:
Capital assets(! $ 3744 $ 6,892 $ (29566)% (18,930) % 3897 3 1,048 - § (13,985)
Long-term investment and other assets - - . - % 478 5 11,476 -5 11954
Goodwill $ 18045 § 215 -§ 18,260 - - - § 18,260
Segmented assets $ 237419 5 508,133 § 99,737 § 845289 § 121,661 $ 212,611 - $1,179,561

M Includes non-cash transactions of $29,866.
@ Includes non-cash transactions of $11,530.

20. SUBSEQUENT EVENTS
Acquisition of NovaGreenPower Inc.

On July 31, 2008 AltaGas acquired NovaGreenPower Inc. (NovaGreen), a wholly-owned subsidiary of NovaGold Resources
inc., for $35 million on closing with and additional $5 million on completion of certain conditions. NovaGreen was developing
the Forrest Kerr run-of-river hydroelectric project, which is expected to have capacity of 195 MW in Northwest B.C. NovaGreen
was also pursuing three other development projects all within the same region as Forrest Kerr with an additional potential run-
of-river hydroelectric capacity of approximately 130 MW.
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Acquisition of 45 Percent Interest in GreenWing Energy Development Limited Partnership
AltaGas entered into an agreement with GreenWing Energy Management Lid. (GreenWing) to acquire GreenWing's 45 percent
interest in GreenWing Energy Development Limited Partnership (GEDLP) for $12.3 million. As a result, the Trust wlll own 100

percent of GEDLP. The acquItlon is expected to close on August 15,2008, = T
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Supplementary Quarterly Finanicial-and Operating Information

($ millions unless otherwise indicated) Q2-08 Qi-08 Q407 Q3-07 Qz2-07
FINANCIAL HIGHLIGHTS{!
Net Revenue(?
Extraction and Transmission 441 456 19.3 17.0 15.3
Field Gathering and Processing 40.6 316 29.4 31.6 34.9
Energy Services 3.0 34 4.0 39 6.§
Power Generation 319 284 229 1338 229
Corporate (2.8) 2.0 14 ‘18 1.1
Intersegment Elimination 0.5 {0.3) (0.3)' - (1.0}
1173 110.7 76.4 88.3 B0.1
EBITDA(®
Extraction and Transmission 25.7 31.0 13.8 12.0 10.8
Field Gathering and Processing 12.8 11.2 10.9 9.7 129
Energy Services (0.4) 03 0.6 0.3 2.7
Power Generation 31.4 7T 223 334 225
Corporate (15.7) {6.6) {7.3) (6.3) {5.8)
. . e ., 538 63.6. 403 . 4949 43.1
: N Wl ¢
Operating Income (Loss)2 ' .
Extraction and Transmission 18.8 248 11.9 9.9 8.8
3 - Field Gathering and Processing ., . ., 38 43 4.5 31 6.4
Energy Services.., . t; . .. 1, (09) .- (0.2) . ©2 . 17
Power Generation 294 259 204 35 206
Corporate (16.1) {7.2) {7.9) . 6.8) - (6.3)
37.0 476 289 375 31.2
e i
OPERATING HIGHLIGHTS ; - ' "
Extraction and Transmigsion .
‘Extraction inlet gas:processed (Mmef/id)®) 759, 872 463: 394 - 418
Extraction volumes (Bbls/d)4 35,335 41,799 21,179 16,859 19,822
Transmission volumes {Mmcf/d)# (5} 390 379 403 407 407
Frac spread - realized ($/Bbl)® 27.61 27.02 29.03 25.24 17.77
Field Gathering and Processing
Capacity (gross Mmcf/d)® 1,178 1,178 1,023 1,008 1,021
Throughput (gross Mmet/d)# 554 542 511 510 534
Capacity utilization {%)*} 47 48 50 51 52
Energy Services
Energy management service contractst® 1,514 1,499 1,466 1,451 1,442
Average valumes transacted (GJ/d)#} 303,212 324,758 393,936 342,143 356,380
Power Generation
Volume of power sold (GWh)i4} 648 660 673 673 650
Average price received on sale of power ($/MWh)# 89.46 78.24 68.07 76.92 62.62
Alberta Power Pool average spot price {$/MWh)(® 107.56 76.69 61.75 92.00 49.97

" Columns may not add due to rounding.
@ Non-GAAP financial measure.

4 As al period end.

) Average lor the period,

& Excludes nature! gas liquids pipeline volumes.

®  AftaGas reports an indicativa frac spread or NGL margin, expressed in dollars per bamel of NGL, which is derived from Edmonton postings for propane,

butane and condensate and the daily AECO natural gas price.
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Bbls/d

Bcf . billion cubic feet

GJ . gigajoule

GWh " gigawatt-hour (
Mcf thousand cubic feet - .
Mmcfid - - million cubic feet per day
MW . megawatt '
MWh megawatt-hour

barrels per day

ABOUT ALTAGAS

AltaGas Income Trust is one of Canada's I_argéét_’a_nq fastest growing integrated energy infrastructure organizations. The
Trust creates value by growing and optimizing gas and power infrastructure, including a focus on renewable energy

sources.

AltaGas Income Trust's units are listed on the Toronto Stock Exchange under the symbol‘ALA.UN: The Trust is-included

P

'
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> Other Information-.... . + .

AR

o .

’ ~ .
-

in the S&P/TSX Composite Index, thé S&P/TSX Income Trust Index and the S&P/TSX Capped Energy Trust Index. "

For further information contact:

Il '

Media

Adrianne Hartley

(403) 691-9873
adrianne.hartley@altagas.ca

Investment Community

Diane Zuber
(403) 691-7102
diane.zuber@altagas.ca

[P

Investor-Relations .- e
1-877-691-7199 . el

- investor.relations@altagas.ca

LI . '
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Form 52-109F2 - Certification of Interim Filings
I, Deborah S. Stein, Vice President Finance and Chief Financial Officer, certify that:

1. I have reviewed the interim filings (as this term is defined in Multilateral
Instrument 52-109 Certification of Disclosure in Issuers’ Annual and Interim Filings) of
AltaGas Income Trust (the issuer) for the period ending June 30, 2008;

2. Based on my knowledge, the interim filings do not contain any untrue statement of a
material fact or omit to state a material fact required to be stated or that is necessary
to make a statement not misleading in light of the circumstances under which it was
made, with respect to the period covered by the interim filings;

3. Based on my knowledge, the interim financial statements together with the other
financial information included in the interim filings fairly present in all material
respects the financial condition, results of operations and cash flows of the issuer, as
of the date and for the periods presented in the interim filings;

4, The issuer’s other certifying officers and I are responsible for establishing and
maintaining disclosure controls and procedures and internal control over financial
reporting for the issuer, and we have:

{a)  designed such disclosure controls and procedures, or caused them to be
designed under our supervision, to provide reasonable assurance that
material information relating to the issuer, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly
during the period in which the interim filings are being prepared; and

{b)  designed such internal control over financial reporting, or caused it to be
designed under our supervision, to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with the issuer’'s GAAP.

5. I have caused the issuer to disclose in the interim MD&A any change in the issuer’s
internal control over financial reporting that occurred during the issuer’s most
recent interim period that has materially affected, or is reasonably likely to
materially affect, the issuer’s internal conltrol over financial reporting.

Date: August 6, 2008

IR R
“Signed” . 3 s
Deborah S. Stein - A
Vice President Finance and - .
Chief Financial Officer Yo

!
G
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Form 52-109F2 - Certification of Interim Filings
I, David W. Cornhill, Chairman and Chief Executive Officer, certify that:

1. [ have reviewed the interim filings (as this term is defined in Multilateral
Instrument 52-109 Certification of Disclosure in Issuers’ Annual and Interim Filings) of
AltaGas Income Trust (the issuer) for the period ending June 30, 2008;

2. Based on my knowledge, the interim filings do not contain any untrue statement of a
material fact or omit to state a material fact required to be stated or that is necessary
to make a staternent not misleading in light of the circumstances under which it was
made, with respect to the period covered by the interim filings;

3. Based on my knowledge, the interim financial statements together with the other
financial information included in the interim filings fairly present in all material
respects the financial condition, results of operations and cash flows of the issuer, as
of the date and for the periods presented in the interim filings;

4. The issuer’s other certifying officers and I are responsible for establishing and
maintaining disclosure controls and procedures and internal control over financial
reporting for the issuer, and we have:

(a)  designed such disclosure controls and procedures, or caused them to be
designed under our supervision, to provide reasonable assurance that
material information relating to the issuer, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly
during the period in which the interim filings are being prepared; and

(b)  designed such internal control over financial reporting, or caused it to be
designed under our supervision, to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with the issuer’'s GAAP.

5. I have caused the issuer to disclose in the interim MD&A any change in the issuer’s
internal control over financial reporting that occurred during the issuer’s most
recent interim period that has materially affected, or is reasonably likely to
materially affect, the issuer’s internal control over financial reporting.

Date: August 6, 2008

IISignedl'l

David W. Cornhill,
Chairman and Chief Executive Officer
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Management's Discussion and Analysis g

The Management's Discussion and Analysis (MD&A) of operations and unaudited interim Consolfidated Financial Statements presented
L
hergin are provided to enable readers to assess the results of operations, liquidity and capital resources of the Trust as at and for the

three and six manths ended June 30, 2008 compared to the three and six months ended June 30, 2007. This MD&A dated August 6,

2008 should be read in conjunction with the accompanying unaudited Consolidated Financial Statements and notes thersto of the Trust
as at and for the three and six months ended June 30, 2008 and with the sudited Consolidated Financial Statements and MD&A
contained in the Trust's annual report for the year ended December 31, 2007.

This MD&A contains forward-locking statements. When used in this MD&A the words "may”, "would®, "could”, "will", "intend”, "pian",
~anticipate”, "beliove”, “seek”, "propose”, "estimata”, "expect”, and similar exprassions, as they relate to the Trust or an affiliate of the
Trust, are intended to identify forward-looking statemants. In particular, this MD8A contains forward-looking statements with respect to,
among others things, business objectives, expected growth, resulls of operations, performance, business projects and opportunities
and financial results. Specifically, such forward-looking statements are set forth in respect of the Trust's overall capital outlook as it
relates to the various projects under development by the Trust under the heading "Capital Cutiook™. In addition, such forward-looking
statements are set forth in respact of each of the Trust's principal business segments under the headings "Extraction and Transmission
- E&T Outlook™, "Field Gathering and Processing - FG&P Outlook”, "Energy Services - Energy Services Outlook”, "Power Generation -

Power Generation Qutiook” and "Corporate - Corporate Cutlook”.

These statements involve known and unknown risks, uncertaintias and other facfors that may cause actual results or events lo differ
materially from those anticipated in such forward-locking statements, Such statements reflect the Trust's curren! views with respect lo
future events based on certain material factors and assumptions and are subject to ceriain risks and uncerlainties including without
limitation, changes in market competition, governmental or regulatory developments, changes in lax legislation, general economic
conditions and other factors set out in the Trust’s public disclosure documents.

Many factors could cause the Trust's or any particular segment’s actual results, performance or achisvements fo vary from those
dascribed in this MD&A, including without limitation those listed above and the assumptions upon which they are based proving
incorrect. These factors should not be construed as exhaustive. Should one or more of these risks or uncertainties materialize, or
should assumptions underying forward-looking statements prove incorrect, actual results may vary materially from those described in
this MD&A as intended, planned, anticipated, believed, sought, proposed, estimated or expected, and such forward-looking staternsnts
included in this MD&A herein should not be unduly relied upon. These statements speak only as of the date of this MD&A. The Trust
doas not intend, and does not assume any obligation, to update these forward-looking statements except as required by law. The
forward-looking statements contained in this MD&A are expressly qualified as cautionary statements.

Additional information relating to AltaGas can be found on its website at www.altagas.ca. The continuous disclosure matenials of the
Trust, including its annual MD&A and audited financial statements, Annual Information Form, Informaiion Circular, Business Acquisition
Report and Proxy Statement, material change reports and press releases issued by the Trust, are also available through the Trust’s
website or directly through the SEDAR system at www.sedar.com.

ALTAGAS INCOME TRUST

The material businesses of the Trust are operated by AltaGas Ltd., AltaGas Operating Partnership, AltaGas Limited Partnership and
AltaGas Pipeline Partnership, Taylor NGL Limited Partnership (Taylor), as well as AltaGas Energy Limited Partnership (formerly known
as PremStar Energy Canada Limited Partnership) and ECNG Energy L.P. (collectively the operating subsidiaries). The cash flow of the
Trust is solely dependent on the resulls of the operating subsidiaries and is derived from operating income eamed from partnership
interests held by AltaGas Holding Limited Partnership No. 1 (AltaGas LP #1), from interest eamed on loans to the operating
subsidiaries and from dividends or returns of capital fram equity interests held within the Trust structure.

AltaGas General Partner Inc., through its Board of Directors, the members of which are elected by the Trust at the direction of the
holders of the units, has been delegated by the trustee of the Trust to manage or supervise the business and affairs of the Trust.
AltaGas Ltd. provides all management, administrative and operating services to the Trust and its subsidiaries.
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CONSOLIDATED FINANCIAL RESULTS

Three Months Ended

~

SEC File # 82-8491t

Six Months Ended

June 30 June 30
($ millions) 2008 .. 2007 2008 2007
‘Revenue 4871, .341.8 931.5 769.8
Unrealized gains (Iosses) on nsk ( A, . y , . ' '

management C e e (2 9) .04 (23) , 05
Net revenuet’) C 117.3 o80T 2280 1504
EBITDA( 53.8 431 1174 843
LEBITDA before unrealized gains (Iosses) on e L _

risk managementd  * o s i 1197 . 838
"Operating mcome(‘) T X R 32 s46 603
Net income SR AT - 7 X 21 1 " 705 456
Net income befors tax-adjusted unreahzed o 7 ' ‘

gains (l0sses) on risk management(” S 34,5 21.1 71.8 46.1
Net inéorne before taxi" T ' 307 ¢ " 282 71.3 © 541
Total assets 2,069.2 1,179.6 2,069.2° 1,179.6
Total long-term liabilities 784.6 _ 375.0 784.6 375.0
Net additions to capltalassets v 17257 T {18.2) ' 671.2 (14.0)
Distributions dectared® ' "™ F vt T T tUgsye o 292 ‘ 70.3 582
CaShﬂQWS v -," we o o i Tt RN IR P

Cash from operations ~~ * ¢ T 7Tl qgq ¢ 466 117.3 92.7

Funds from operations!(? 50.6 302 107.0 774

AT ) * Three Months Ended Six Months Ended
B ST A I TR TR June 30 June 30
($perunit) - ¢ - T TR ALY " - 2008 T 2007 2008 2007
EBITDAM 0.80 0.75 1.77 1.48

- EBITDA before unrealized gains (losses) on ST o '

risk management(” ' Lo 084 - 075 181 147
Net income - basic " SR o *049 037 1.06 - 0.80
Net income - diluted WAL et 049 - 0 037 1.06 0.80
N'et income before tax-adjusted unreallzed *° - 2 k0N v ‘

“gains (Iosses) on rqsk’managemenl’(“ IRAETEERITE Y N1 I 0.37 - ©1,08 " - 0.81
“Net inccme before tax(! ™ R L T A 049 - 1.08 - 0.95
' Distributions declared® 0.525 - 051 1.05 1.02
Cash flows

Cash from operations 1.17 0.81 1.77 1.63
"TFunds from cperationstt s S : W-075 . . .069 ' 1,62 ’ 1.36
"Units dutstanding - basic (millions) =~ -~ S N MR . . ) P
. During the perlod(‘“ - Tt N . 6T4 .0 T BT.2 1 66.2 56.9

» End of period" St el 7090 0 . -5T75 70.9 . 57.5

) Non-GAAP financial measure. See discussion in Non-GAAP Financial Measures section of this MD&A.

$0.17 per unit per monrh were dec!ared

3 Weighted average

S PR UV | 3

@ Distributions declared of SO 1 75 per unit per month commencmg m Augusr 2007. me January 2007 to July 2007 dJsrnbutions of
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CONSOLIDATED FINANCIAL REVIEW = - '

Three Months Ended June 30
Net income for the three months ended June 30, 2008 Wwas $32.9 million (30.49 per unit - basic) compared to $21.1
million ($0.37 per unit - basic) for the same period in 2007. Excluding the after-tax loss of $1.6 million related to risk
management caontracts and the after-tax charge of $1.9 million related to costs incurred on development projects, net
income for the three months ended June 30, 2008 was $36.4 million ($0.54 per unit - basnc) Excludrng the specified
investment flow-through (SIFT) tax of $6.5 million reported in second quarter 2007, net income for the lhree months
ended June 30, 2007 was $27.6 mllhon ($0 48 per unit - basro)
t

Operating income from the gas business was $23.7 million in second quarter 2007 cornpared to $16 9 million i in same
quarter 2007. Operating income mcreased primarily due to ‘the larger energy infrastructure asset base as a resuit of the
Taylor acquisition in January 2008 and higher frac spreads and rates, which were partially offset by lower throughput in
some of the field gathering and processing (FG&P) operating areas. During the second quarter results were impacted by
the turnarounds at the Harmattan and Rainbow Lake fagilities. The Harmattan Complex isona three-year turnaround
cycle while the Rainbow Lake facility is on a four-year cycle. Results were also impacted by the unscheduled plant
shutdowns at the Princess and Clear Hills facilities. )

In the power business, operating income was $29.4 miltion.in second quarter 2008 compared to $2"0.B million, in ‘second
guarter 2007. Operating income increased due to a ‘hrgher average price received on the sale of power higher
contribution from the peaking plants and a deferral account settlement from the Alberta Electric System Operator
(AESO), partially offsel. by higher cosis related to the power purchase arrangements {PPAs), hrgher enwronmental
compliance costs and higher transmission costs. - C o

R e

Operating loss in the corporate segment increased primarily due to the unrealized loss in the fair value of risk
management contracts, higher operating and administrative costs and charges related to project development costs
where commodity prlce exposures could not be alrgned with the Trust's low-risk business model and commodlty risk
Strategy - . . . - e w s . . - . - . R . .

On a consolidated basis, net revenue for the quarter ended June 30, 2008 was $117 3 million compared to $80.1 mrlhon
in the same quarter of 2007. In the gas business, net revenue increased due to additional extraction, processmg and
transmission facilities, higher frac spreads and higher rates and other revenues in FG&P. These increases were partially
offset by lower throughput at some of the FG&P facilities, the sate of assets in mid-2007 and lower fixed-price gas and
transport sales and lower volumes in the Enargy Services segment. In the power business, net revenue increased due
to- a higher average price received on the sale of power, higher contribution from the peaking plants and a deferral
account settlement from the AESO, partially offset by higher costs related to the PPAs, environmental complian_ce:cosls
and transmission costs. In addition, an unrealized loss on the fair value of risk management contracts decreased net
revenue. -
Operating and administrative expense for second quarter. 2008 was $63.4 million up from $37.0 millicn in the same
quarter of 2007. The increase was primarily due to new and expanded facilities .and .turnaround costs in the gas
business, increased costs to support the growth of the Trust and project development costs expensed in the quarter.
Project costs were expensed as a projects oommodlty exposures could not be allgned wrth the Trust‘s low-rlsk business
model and commodity risk strategy

FEE L

Amortization expense for second quarter 2008 was $16.8 million compared to $11 9 m:lhon in the same quarter last
year. The increase was due to the Taylor acquisition, partially offset by the sale of assefs in mid- 2007

Interest expense for second quarter 2008 was $6.3 mitlion compared to $3.0 million in the same quarter of 2007. The
increase was due to higher average debt balances of $615.9 million compared to $240.0 million for the same period in
2007 partially offset by a lower interest rate. The average borrowing rate was 4.6 percent in second quarter 2008
compared to 5.3 percent for second quarter 2007.
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In second quarter 2008 the ?rust reported an income, tax recovery of $2 2 million compared to an income tax expense of
$7.1 m|Il|on in the same quarter last year. The decrease was pnmanly due to the $6.5 rmlllon non-cash charge in 2007
for the SIFT tax that resulted from tax legislation substantively enacted on June 12, 2007, $1.8 million from the tax
|mpact on_unrealized Iosses related to nsk management contracts and a decrease of $1.1 mllllon due to lower income

subject to tax.

L L PR ST

i L L

Six Months Ended June 30 L
Net income for the six months ended June 30, 2008 was $70.5 million ($1.06 per unit - basic) compared to $45.6 mitlion
($0 80 per unit - basic) in. the same perrod Iast year, Excluding the |mpact of $1 3 mlllron after-tax loss on risk
,management contracts and the after—tax charge of $1 8 ‘million recorded in the second quarter related to costs incurred
,on project development projects net |ncome was $73 7 mrlllon ($1. 11 per unlt basrc) Excluding the SIFT tax of $6.5
‘million reported in second quarter 2007, net income for the six months ended June 30, 2007 was $52.1 million ($0.92
per unit - basic).

Operaling income from the gas business was $52.6 million in the first half of 2008 compared to $30.1 million in the
same penod 2007. In the power business, operatlng income was $55:3 million i in the first half of 2008 compared to $42.7
‘miltion'in the same perlod 2007. In the first half of 2008 operatmg income fror the gas and- power businesses were 48
percent and 52 percent respectwely of total operating income ‘cbifipared 1o 41 ‘percent and 58 percent respectively for
the first half of 2007. The improved balance between the gas and power businesses for the first half of 2008 reflects the
impact of the Trust's strategy to have a more balanced portfolio of assets.

In the gas busiriéss, operatmg 'incerne increase'd“rnainly due 10 the iafger e'hergy infrastructure asset base as a result of
the Taylor acqursrtron and’ hlgher frac spreads and rates; which were partlatly offset by lower throughput in'some of the
FG&P operatrng areas. Dunng the'first half of 2008 results were lmpacted by the turnarounds at the Harmattan and
Rainbow Lake facilities. R&sults were also ‘impacted b)} the unscheduled plant'shdtdowns at the Princess and Clear Hills
facilities.

In the power business, operatmg income mcreased dueto @ hlgher avérage pricé received on the sale of power, higher
dontnbutrons from the’ peakrng pIants and & deferral account‘settlement from thé AESO, parlrally offset by higher costs
related to the’PPAs, hlgher env:ronmental comphance costs and hlgher transmlssmn costs

Operating loss in" the corp‘brat’é‘ s"egment“ increased‘prlmarlly ‘due to the unrealized loss 'in the fair value of risk
management contracts, charges related to project development costs, lower investment income and higher operating
and administrative costs. !

N P ' . B

Consolidated net revenue for the six months ended June 30, 2008 was $228.0 million compared to $159.4 million for the
same period in 2007, In the gas business, net revenue increased due to additional extraction, processmg and
transmrssron facllities, hlgher frac spreads and hlgher rates and other revenues in FG&P. These increases wers partrally
offSet by lower throughpht at Some 'of the' FG&P facilities) the sale of assets in mid-2007* and Tower fixed- pnce gas and
transport sales and lowar volumes in' the Energy Services segment In the | power busrness net revenue increased due
o a hlgher average pnce received on the 'sale of' power, hlgher contributions from the peaking piants and a deferral
account settlement from the ‘AESO partlally offset by higher costs related to the PPAs, environmental compliance costs
and transmrssmn costs.’ ln addmon an unreallzed loss on the falr value of risk management contracts decreased net
revenue AN L ' S
. FIEEEE ¢ A et . R TEI 1 LRI

Operating and administrative expense for the six months ended June 30, 2008 was $110.6 million compared to $75.1
million in the same period last year. The increase was due to additional costs related to new facilities, turnaround costs,
hlgher compensation and admmlstratwe costs and prolect development costs expensed’ in second quarter 2008:

y o + P o

ot . VA e
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Amortization expense for the six months ended June 30 2008 was $32 8 mlll:on compared to $24. 0 million in the same
period last year. The increase was prrmanly due to new and expanded facrlmes |n the gas busrness partlally offset due
to the disposition of assets in second quarter 2007 R

T R S ~ -

Interest expense for the six months ended June ‘30, 2008 was $13.3 million compared to'$6.1 million in the same period
last year. The increase was primarily due to a higher average debt balance of $596.6 miliion compared to $248.1 million
in first half of 2007, partially offset by slightly lower borrowing rates. The average borrowing rate for the first half of 2008
was 4 9 percent compared to 5 2 percent |n the same penod in 2007 ,
s . e LT Y B . o

Income tax expense for the frrst haif of 2008 was $0 8 mlll:on compared to $8 5 million in the same penod in 2007 The
decrease was, primarily due to the $6.5 mrllron non-cash charge recorded |n second quarter ‘2007 for the SIFT tax and
$1. 7 mitlion tax |mpact on unreallzed Iosses related to nsk management contracts partlally offset by $0 5 mrlllon mcrease
due to hlgher income subject to tax. )

CAPITAL QUTLOOK

In second quarter 2008 AllaGas increased its capltal expendrtures estrmate to approxrmately $225 million from $150
million estimated in first quarter 2008. The estlmate for 2009 remains unchanged at $250 million. The expendrtures are
expected to be split approximately 45 percent gas and 55 percent power in both years, These estimales are based on
projects that are in various stages of development e,

1.0 Ty [N L ~

T S e e P ~

Forrest Kerr and Other Hydroelectric Projects N
AltaGas acquired NovaGreenPower Inc. (NovaGreen) for $35, mrlhon mth an addrtronal 5 mttlron on cornpletlon of
certaln conditions. NovaGreen was developing the Forrest Kerr run-of—nver hydroeleqtnc pro;ect WhICh IS expected, to
have capacity of 195 MW in Northwest B.C. NovaGreen was also pursurng three other development projects all wrthrn
the same region as Forrest Kerr with a total potential, run-of—nver hydroelectrrc capacrty of apprommately 130 MW,
GreenWing Energy Development Limited Partnership e
The Trust has entered into an agreement with GreenWing Energy Management Ltd. (GregnWing). to acqurre
Greenng s 45 percent mterest in Greenng Energy Development lelted Partnershlp (GEDLP) for $12 3 mllllon As
a result, the Trust will own 100 percent of GEDLP The acqutsrtton is expected to close on August 15 2008 The
acquisition of the remainder of GEDLP results in AltaGas holding 640 MW of mature wind development prolects and
approximately 800 MW of early development wind projects in Western___Capada__a‘nd Western United States. | o

e N to ' el . RPN 2

Bear Mountain Wind Park -

Construction of the 100 MW wind farm near Dawson Creek, British Columbia is on time and on budget Foundatlons to
support turbine construction are 15 percent complete. _ ) W e \ L C
Sarnia Arrport Storage Pool Prolect w e o
AltaGas owns a 50 percent interest in.the Samnia storage pro;ect wrth the other 50 percent belng owned by Market Hub
Partners Canada L, P, a Spectra Energy Corp partnership, The pro;ect is expected to proyide more than 5 Bcf of
working capacity and deliverability of approxtmately 52 Mmcf/d and will include three new weIls a compressor plant and
approximately 18 kilometres of pipeline, The Ontaria Energy Board ‘has approved the gas storage area.tauthonty to
inject gas into, store. gas in, and remoye gas from the storage poal; and the burldrng of A8 krtometres of natural gas
pipeline and the associated surface facilities within the proposed Sarnia Alrport Pool. Constructlon is expected to begln
in August 2008. The project is expected to be in operation by mid-2009. AltaGas' share of the project is expected to cost
approximately $25 million. . .. . . .

P A R FE o Y

Run-of River Hydroelectnc Plants Under Development o , ,-,‘ " ‘

Prior to the acquisition of NovaGreen, AltaGas has under development a number of run-of-river hydroelectnc pro;ects
with approximate capacity of 70 MW of renewable energy. The projects are at various stages of development. The 14-
MW Rainy River project located near Gibson, B.C. is in the advanced development stage and will be bid into B.C.
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1Hydros Clean Power Call in November 2008. Rainy River could be operat:onal as early as 2010. The Log Creek and
Kookipi Creek projects are each 10- MW run-of-nver hydroelectrlc facnhtles in the f nal stages of permitting and licensing.
Both faculmes have 40-year electricity purchase agreements with B C. Hydro \}'lth expected in service dates of 2010. The
total estimated capital cost of these three projects is estimated to be $120'to $130 million and is not included in the
capital expendlture estimates disclosed above. Three other projects are in earlier stages of development. The run-of-
river projects ‘under development are subject t various regulatory and environmental approvals.

Ethylene Delivery System Upgrade e . - - -
AltaGas is investing approximately $12.5 mtlllon to upgrade its Ethylene Dellvery System (EDS) plpelme The upgrade
involves replacmg approxrmately 12 km of exlstlng 12-inch diameter pipeline with greater wall thlckness pipe to meet
regulatory requrrements associated with an increase in residential populatlon density in the vucrnlty of the pipeline.
AItaGas will receive a-fixed, transport—or—pay fee and-will -have full recovery of-actual costs incurred in operating the
upgrade under cost-of-service .arrangements similar to existing arrangemants Jfor the EDS. The upgrade will be
constructed durtng the fall of 2008 and is expected to be tied-in to the exlstmg systemn by the end of the year with
"m:nlmal downtlme requtred forthe exustlng pupelme to tie- -in the upgrade ' )

The above dlsclosed prolects are second quarter updates For m?ormatlon on all outstandmg AltaGas projects, please
see the 2007 Annual Report and the first quarter 2008 report AII pro;ects fn the 2007 AfAnual Report and first quarter
2‘010.8 repo_rt_ which are not discussed here are on track for timing of eqmplet_lon and on budget.

ETI .ol toe s s S

NON-GAAP FINANCIAL MEASURES

'Thls MD&A contains’ referencee to-certain ﬂnanczal measures, that-do, not have a standardized meaning prescribed by
Canadian generally accepted accounting pnncrples (GAAR) and ‘may not be comparable to similar measures presented
by other entltles The non-GAAP measures and their reconcnhatlon o GAAP financial measures are shown below. All of
the measures have been calculated oonmstently with previous disclosures.

References to net revenue, operatmg'mcome EBITDA, EBITDA before unrealuzed galns (Iosses) on risk management
net income before tax-adjusted unrealized gains {losses) on risk management, net-income before tax-and funds from
operations throughout this document have the lm_eanlngs ag sel o_u_t in this section.

Net Revenue _ o L . Three Months Ended Six Months Ended
T . TS ~Jdune3o  June3
@mions) T T 2008 2007 ' 2008 2007
Netrevenue = . B o e e s N3 80.1 2280 159.4
Add: Costofsales oL o 3698 2617 7035 610.4
Revenue {GAAP financial. measure) - _ ..., 4814, . 3418 931.5 769.8

b3

Net revenue, which is revenue less the cost of commedities purchased for.sale and shrinkage, is a better reflection of
. N " Tohteae T . b LR " - . et Y
performance than revenue, as changes in the market price of natural gas and power affect both revenue and cost of
sales. L K L

! .o P 3

Operating Income "Three Months Ended J Six Months Ended
P . oy e tiis. t.. Aung30 June 30
{$ millions) ' ., . 2008, 2007 2008 2007
Operating income et : 7.0 31.2 .. 846 60.3
“Add (deduct): | Interest expense’ Tt o83 oy (30, _,"‘.‘.(13.3_) . (6.2)
- ‘Income tax recovery (expense) - - - F2.20 (TA) - - -(0.8) (8.5)
Net income (GAAP fnan_mal measure) = . | . - .- 211 . 705 456

N - .

Operating mcome is a measure of the Trust s profitability from its prmcrpal busuness actlvmes pnor to how these activities
are financed or how the results are taxed. The measure is used by managament to assess,the operating performance of
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the busmess segments as lt |s a better mdlcator of operalmg perforrnance than "net |ncome Operallng |ncome IS
ca!culated from the Consolldated Statemenls cf Income and Accumulated Eammgs and |s def ned as net revenue Iess
operatmg and admlmstratwe expenses and amortlzatron + b

. . IR N pEh]
- - . \ 4 h

Cn N S

EBITDA - ' T T Three Months Ended - SIX Months Ended
S S Pood e e300 T June 30

(3 millions) 2008 - 2007 2008 2007
EBITDA . ... . .. s=m8__ 41 -1a 843
Add (deduct): Amortizaton - - (16 § (119 (32.8) (24.0)
) " Interest expense o o : (6 3 - (30 1 (13.3) (6.2)

" _ Income tax recovery (expense) T 2.2 o '(?.1) - (0.8) " (8.5)

Net i income (GAAP financial measure} S 0 328 0 214 705 456

EBITDA is a measure of the Trust‘s operatmg prof tablhty EBITDA prcvrdes an mdlcallon of the results generated by the
Trust's principal business activities prior to accounting for how these activities are fi nanced assets are amortized or how
the resulls are taxed, EBITDA is calcutated from the Consolidated Sbatements of Income, and Accumulated Eammgs and

is defi ned as net revenue Iess operating and admmlstratwe expenses. , . ;
bl . ', N .

EBITDA Before Unrealized Gains (Losses)onRisk Three Months Ended Six Months Ended
Management June30 | | June 30
($ millions) 2008 ' 2007 2008 2007
EBITDA before unrealized gains (losses) on risk management ) .. 567 .27 119 7 83.8
Add (deduct): = Unrealized gains (losses) on risk management X R W (2. 3) - 05
‘Amortization STt g gy (11 9) TTo(32.8)” (24.0)
Interest expense oo g aye ko) T (1303) (6.2)
Income tax recovery {expense) L 2.2 (7.1) {0.8) (8.5)

Net income (GAAP financial measure) TR 309 T r2tT T 7080 0 456

EBITDA before unrealized gains (Ioss'ee) on risk manag_;enaent is a measure of the Trust's operating profi {abilityl without
the impact of the change in fair value of risk management contracts. EBITDA befors unrealized gains or losses on risk
management reports the results of the Trust's principal business activities on a realized basis and prior to how' busuness
activities are financed, assets are amortized or how the results are taxed. AltaGas does not speculate on commodnty
pnces but rather enters inlo financial instrumeénts to manage risk, and therefore evaluates company performance pnor
to the accounling of the unrealized gains or losses from risk management activities. EBITDA before gains or Iosses cn
risk management is calculated. from the. Consolldated Statements of Income and Accumulated Earnmgs and is defi ned
as net revenue adjusted for unréalized gains or losses on risk management less operatmg and admlnlslratwe expenses,

'Net Income Before Tax-Adjusted Unreallzad Gams (Losses) - 'Three Moviths Efided Six Months' Ended
on Risk Managément T T T June 30 ‘ June 30
{$ millions) 2008 2007 2008 2007
Net income before tax-adjusted unrealrzed galns (losses) on 345 211 71.8 46.1
risk management S
Add (deduct): Unrealized gains' (losses) on risk management {2.9) 04 {2.3) 0.5
Income tax recovery (expense) on risk o e AR
management : 1.3 {0.4) 1.0 7 (10

Net income (GAAP financial measure) ! 329 211 - 705 45.6

Net income, b'e.fcre tax-adjusted unrealized gains (losses). on risk management. is a better. reﬂection of 'actual
performance than net income, as changes related to risk management are based on unrealized estimates relating to
commodlty prices and forergn exchange rates over time AltaGas enters into financial instruments to manage risk, not as
a principal business activily and ‘therefore evaluates company’ performance prior to accounting for thie unrealized gains

3491.
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(losses) from risk management activities. Net income before tax-adjusted unrealized gains (losses) on risk management
is callculafed'from the Consolidated Statements of Income and Accumulated Earnings and is defined as net income
adjusted for unrealized gains (losses) on risk management and its related income tax expense.

Net Income Before Tax o . . Three Months Ended Six Months Ended
: ) June 30 " June 30
($ mitions) " e 2008 © 2007 2008 " 2007
Net income before tax ) 30.7 28.2 71.3 54.1
Add (deduct):  income tax r’ecovery {expense) . e e . 22, (7.1} . . (0.8) . (8.5)

Net income (GAAP financial measure) . 329 211 70.5 45.6

Net i income before tax is a better reﬂectlon of performance because it is not dependent on how those results are taxed,
which can change from year to year. Net-i |ncome before tax is calculaled from the Consolidated Statements of Income
and Accumulated Eamlngs and is def ned as net income adjusted for i income, tax expenses or recovenes

Funds,from Ope_ratjons . h _ S Three Mpnths ‘I'Ende_d ) * Six Months Ended
. L June 30 l June 30

(Smillions) s T ' 2008 2007 2008 -2007
Funds from operations.- -~ -- ce s .- --50.6 -39.2 - 107.0 - 774
Add (deduct): Net change in non-cash working capital 286 74 ~10.5 © 154
Asset retirement obligations settled (0.1 - . - (0.2) {0.1)

Cash from operations (GAAP financial measure) - - ENARS IR £ 1 I 466 - - 117.3 o 927
Funds from operations is used to assist management and investors in analyzing financial performance without regard to
changes in the Trust's non-cash working capltai in the period, Funds from operations as presented should not be viewed
as an-alternative to ‘cash From- operatlons or otfier-cash flow measurés calculdtéd in accordance with GAAP. Funds from
operations is calculated from the Consolidated' Statemehts of Cash Flows and is defined as cash provided by operating
activities before chahges in non-cash workifig capital and expenditures incurred to settle asset retirement obligations.

i - N o4
i 1 . -t

RESULTS OF OPERATIONS BY SEGMENT' IR
Operating Income * ‘ ~ 0Tt Thiee Months Ended “Six Months Ended
June 30 June 30
($ milions) N 2008 2007 2008 2007
Extraction and Transmission’ - ST T g8 88 43.6 17.3
Fle!d Gathering and Processmg S - ¥ S Y 101 106
Energy Services R () I 1.7 (1 0 22
Power Generation B SIS a9 - v208 - 853 - a27
Cérporate © s e T ‘ RN ¢ [ ) S (<)) T {23.3) (12.5)
T are . 312 846 60.3
EXTRACTION ANDTRANSMISSION ~ = " "= e T e

The Extractlon and Transmlsswn (E&T) segment conmsts "of interests in’six’ ethane and 'NGL extraclion plants, five
nafiral gas and three NGL transm|Ss|on systems As a resu[t of the Taylor acqunsmon in January 2008, AltaGas added
interests in the Younger Extraction Plant in British Columbia, acquured the Harmattan Complex, the Ethane Delivery
System (EDS} and Joffre Feedstock Plpelme (JFP) in Alberta and mcreased |ts ewnersh:p in the Joﬁre extraction plant
to 100 percent from 50 percent v & :

PN T 4

vy DR VI L . [T
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Financial Results , ‘ ' Three Months Ended ~~_ Six Months Ended
. - . e June 30 .., June 39

($ millions) ) ' 2008 2007 2008 2007
Revenue - Lo e 111.2 336 220.2, 1.0
Netrevenue 441 15.3 89.7 311
Operating and administrative expense e 184 4.5 33.0 . 9.8
Amortization expense A RS -89 - - 20 - - 134 - - 40
Operating income 188 88 | 43.6 7. 3
Operating Statistics - N . . — Three Months Ended - .-Six Months Ended
v e e ey, Juned0 o JuneSO

, . N L . 2008 ' 2007 2008 2007

Extraction inlet gas processed (Mmcfid) | . © 759 417 - 814 443
Extraction ethane volumes (Bbls/d)" R 23,796 12,082 26,085 14,305
Extraction NGL volumes (Bbls/id)) 11,539 6,840 _ 12,481 . 6,909

Total extraction volumes (Bbls/d)(" ) 35,335 19,822 33,566 Y ,214
Frac spread - realized ($/Bbl)i™3 . $ 2761 § 1777 § 26,88 §  14.56
Transmission volumes (Mmcfid)X2 . . — e - 390 - - 407 . . 388 ' - 408

1 Average for the period. L . . T oL .
%) Exciudes natural gas liquids pipeline volumes. : P S
© AttaGas reports an indicative frac spread or NGL margin, expressed in dollars per. barre! of NGL, which is denved from Edmonton

postings for propane, butane and condensate and the daily’ AECO natural gas'price. ™
Three Months Ended June 30 e . . -

In second quarter 2008 operating -income in the E&T segment accounted for approxtmately 35 percent of operatrng
income from the operating segments compared to 23 percent in second quarter 20Q7. Operating,income.in second
quarter 2008 was $18.8 million, more than double the $8.8 million reported for. the same. period in 2007. The primary
contributor to the increase in operating income was the addition of new extraction and transmission facilities with the
Taytor acquisition. Operating income also increased due to higher frac spreads in second quarter 2008 compared to the
same period in 2007. A major scheduled turnaround occurred in the second quarter at the Harmattan Complex which
cost approximatel_y $4.0 million in operating expense and lost revenue. Turnarounds of this nature are scheduled every
three years. ' )

Average ethane and NGL volumes:in the extractlon business increased 78 percent in second quarter 2008 compared to
same quarter 2007, mainly due to the addmcn of the Harmattan Complex, Younger Extractlon Plant and the remarnlng
50 percent ownership in the Joffre plant.. -Natural gas volumes transported in the transmission busmess dunng the
second quarter 2008 decreased from the same quarter in 2007 due to lower volumes moved on the Suffi eld system
However, in the transmission business, prpalme throughput has minimal impact on the financial results due to cost-of—
service and take-or-pay contractual arrangements in place - o e

Net revenue in second quarter 2008 almost tripled to $44.1 million, up from $15.3 million.i in the same period in 2007. Net
revenue, increased by approximately $280 miliion prrmanly as a result of the extraction and transmission assets
acquired with Taylor or approxlmately 97 percent of this mcrease Net revenue also |ncreased by approxrmately $1 .0
million due to hlgher frac spreads |n second quarter 2008 compared to the same penod in 2007

Operating and adrninistrative expense in secon'd quarter 2008 'was $1§.34 rnitlicn comparedjtc $45 million for the same
period in 2007. The increase was mainly due to the costs incurred to operate the new facilities acquired in January
2008. Costs in second quarter included approximately $2.5 million related to the turnaround at Harmattan.

Amortization expense in second quarter 2008 was $6.9 million compared to $2.0 million for the same peried in 2007.
The increase was due to the Taylor acquisition.
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- S R . s ST .
Six Months Ended June 30 T e TR Re o .

Operating income in the E&T segment for the first half of 2008 was $43.6 million compared to $17.3 million for the same
period.in 2007, The pnmary ccntnbutor to the increase in cperatmg fncome was the addition of new extraction and
transmlssmn facrlltles with the Taylor acqulsmon Operatlng mcome also mcreased due to higher frac spreads ‘and was
partlally offset by lower volumes processed through the Edmonton extractlon plant

tn the first half of 2008, auerage ethane 'an'd 'NGL 'vc'lumes increasedprirharily as a result of the addition of the
Harmattan Complex, Younger Extraction Plant and the remaining 50 percent ownership in the Joffre prant.'Transmissié'n'
volumes decreased slightly in the first half of 2008 due to lower voiumes on the Sufﬁeld system. . ..
Net revenue was $89.7 mlIIton |n the frst haIf of 2008 compared tD $31 1 mllllon for the same perlod in 2007 Net
revenue increased by $53.7 million pnmanty as a resutt of the extractlon and transmnssucn assets acqmred with Taylor
Net revenue also increased by approx:mately $4.0 million due to hlgher frac spreads and $0.8 million due to higher
vo_lumes of,NGLs exposed to _frac sprea_d_ in the first half of 2008 compared to the same period in 2007.

Operatlng and admlmstratlve expense in the E&T segment for the first half of 2008 was $33.0 million compared to $9 8
mrllron for the- same-pencd in 2007 The -increase was mainly-due to-the costs incurred to operate the new faclhtles
acqunred in fi rst quarter 2008 Operatlng and administrative costs in the first half of 2008 included approxlmately $2 5
rmllron related tc the Harmattan turnaround

Amortlzatlon expense for the t' rst half of 2008 was $13.1 million compared to $4.0 million for the same penod in 2007
The increase was due-to the Taylor acqursmcn in January 2008~ - - - -

TV I

E&T Outlook

Results ‘in the E&T segment are expected to increase materially in 2008. The addition of new extraction and
transmission tacilities with the acqursmon of Taylor has-added approximately 1 Bef/d of inlet processing capacity, 23,500
Bblsid of NGL productlon and, 140 000 Bblsld of NGL transportation capacity. Operating income in the E&T segment as
a percentage of total operatmg income frcm all operating segments is expected to increase from 25 percent |n 2007 to
approxnmate|y 40 percent in 2008, s :

The current 2008 capital program is expected to further enhance this segments perforrnance Beginning in fourth
quarter 2008, volumes processed are expected to increase as a result of the $55 million capital program underway to
consolidate processing facilities and optimize and upgrade the Harmattan Complex, resulting in increased utilization and
lower operatlng costs. ’

trec 2 ‘ : PR . . . -
Approximately 12 percent (5,000 Bbls/d) of total extraction volumes:produced -are sold at market price and
approximately 60 percent ofthose volumes have been-hedged at.over $23/Bbi for the remainder of 2008. Approximately
60 percent of exposed volumes has been hedged. at over. $27/Bbl for:2009, ‘and approximately. 15+percent of 2010
exposed volumes have been hedged at over $27/Bbl. Based on management's analysis of historical NGL prices along
with industry published commiodity-prices, the current forward curve indicates that frac spreads remain -strong for the
remaindér of 2008 between $25 and $30/Bbl R R < | PV N S I .
On July 24, 2008 a fire oecu"‘rfed at.the:Harmattan' Complex. The:fire occurted in-a natural-gas-fired heater and was
contained to the heater: Operations were'resumed onJuly 28, 2008. with-some ‘extraction functions temporarily limited.
The Trust expects the Complex to be fully operational by mid-to-late August and is curréntly processing approximately
140 Mmcf/d in shallow-cut mode, similar to levels prior to the incident. The financial impact of the incident is expected to
be approximately $0.75 millionidue to the insurantce deductibla-as weli as lost revenue which is. currently nat expected to
be material gwen the expected tlmlng of the return to’ serwce of the facmty N S

o
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Also in third quarter 2008 planned turnarounds for a total of 48 days at three facilities are expected to cost approxnmately
$1. 8 million in direcl costs and Iostoperatmg mcome e i )

In the transm:ssron business, the addition of the EDS and JFP p:pelrnes |n January 2008 and full year results from the
Cold Lake expansion are also expected to contnbute to |ncreased earnrngs compared 10 2007 AltaGas expects to
pursue other projects similar to the Cold Laké éxpansion, which may further enhancé refums in the segment An
arrangement to utilize capacrty on a prevrously unused Iateral of the EDS began contnbutrng to eammgs begrnnlng
second quarter 2008, ) s

LT B L I T T Lo e, - JH

v e, e D Lot . , Sy L .

FIELD GATHERING AND PROCEISSING'
The Field Gathering and Processing segment :ncludes natural gas gathering prpeltnes and processing facilities. In
January 2008 AltaGas added three rnterconnected processrng facrlrtles IRet]aw Enchant and Turin and related
gathenng systems (RET) as a resuit of the Taytor acqursrtron wrth processmg capacrty of 150 Mmcfld

Financial Results " e 'Three Months Ended * Six Months Ended
. e o . June30 June;O
($ millions) ‘ ’ S T 2008 0 2007 T 2008 2007
Revenue ‘ S 36.8° 780 700
Netrevénue o D T 406 ‘349 22 " ees
Operating and administrative expense 278" 220 YT Cag2zc T 428
Amortization expense o i 7.0 6.5 13.9 13.0
Operating income ' R s T 5 N, [ X
Operating Statistics Three Months Ended Six Months Ended
. L. ., .. dune 30 ‘ June 30
o , T 008" " 2007 2008 2007
Capacity (Mmctid)® . . Tars 1021 178 1,021
Throughput (gross Mmefid)y@ " T T T sgg T “ag - 'sde T U843
Capacity utilization (%)@ e R S e T s Y a7 sy
Average working interest (% )" 90 g2 0 eet T 92
' As at the end of the reporting pericd. - T LT ey LT o AR

& Average for tha period. = - R

M

Three Months Ended June 30 E oL ST
Operating income in the FG&P segment for second quarter 2008 was $5.8 million compared to $6. 4 million for the same
quarter- of 2007.: Operating income decreased -due toinatural declines and . lower. producer aclivity, a scheduled
turnaround at Rainbow Lake and unplanned-downtime at Clear Hills and-Princess. The decreases were partially offset
by new facilitiesand higher rates and other facility services revenues. -.-. «::.0 % we-ne - el

el g C T U T,

Processing capacrty mcreased by.157 Mmcfld as a result of»the addrtron of the RET-facility;.Acme and Corbett Creek
facilities; both the Acme and Corbett Creek facilities are dedicated to coal bed methane {EBM}.gas processing...The
increase was partially offset by 13 Mmcf/d reduction as a result of the sale of the lkhil Joint Venture and the
redeployment of the Del Bonita-assets in 2007, Utilization reported inrsecond-quarter 2008 was 47 percent compared.to
52 percent reported in second. quarter 2007 pnmanty’due fo.lower throughput as a result-of natural declines as .well as
planned and unplanned downtime.: . : e R B S . "
Throughput in.second quarter 2008 averaged 554 Mmcf/d compared.to 534 Mmcf/d in first-half of 2007. The 4 percent
increase was primarily due to the acquisition of-new plants, partially offset by, natural-declines, lower producer, aclivity,
unscheduled plant shutdowns at the Princess and Clear Hills (10 Mmcf/d) facilities and the scheduled turnaround at the
Rainbow Lake facility (6 Mmcf/d).

14 AltaGas Income Trust - Q2 2008



SEC File # 82-34911

Net revenue for the FG&P segment, was,. $40.6 million in second quarter 2008 compared to $34.9 million for the same
penod in 2007. Net revenue mcreased due to $5 0 mllllon from new famlltles and 3. 8 million from rate increases, the
recovery of tumaround costs at Ralnbow Lake and hlgher other facrllty service revenues These increases were partially
offset by $2.2 million as a result of Iower volumes due to operatlonal downtime, natural declines and lower producer
activity and 50 9 mllhon due to the sale of the |khl| Joint Venture |n July 2007

Operatlng and administrative expense in second quarter 2008 was $27 8 million compared to $22 0 million for the same
quarter in 2007. The increase was primarily due to $3.5 million from the facility turnaround at the Rainbow Lake facmty
and $2.1 million due to the addition of new facilities. Approximately three quarters of turnaround costs_ were recoverat_)le_.

Amortrzatlon expense for the FG&P segment in second quarter 2008 wars $7 0 miflion compared to $6 5 million for the
same perrod in 2007. The i mcrease was due to addltlonal fac:lltles partlally offset by Iower amorttzatlon due to the sale of
the one-third interest in the Tihil Joint Venture L

Six Months Ended June 30

The operatsng income was $10 1 mrlhon for the first half of 2008 compared to $10.6 million for the same period in 2007.
The decrease was due to lower throughput as well as the sale of the Ikhil Joint Venture. The decreases were partially
offset by the contribution from new facilities, hlgher rates and-other-facility service revenues.

Throughput in the first half ‘of 2008 averaged 549 Mmecf/d compared to 543 Mmcfid in second quarter 2007. The
mcrease was primarily due to the acqmsrtlon of new plants partially offset by natural declmes lower producer activity,
unscheduled plant shutdowns at the Pnnoess and Clear Hills (10 Mmcf/d) facilities and the scheduled tumaround at the
Rainbow Lake facuhty(.‘}Mmcfld) wosmmeme s Teen e e e e :

Net revenue in the FG&P segment for ‘the first half of 2008 was $72.2 million compared to $66.5 million for the sarme
period in 2007. The increase. was due to $8 7 million in new facilities, $4.0 million related to increased rates and higher
other facility servrce revenues These mcreases were parlially offset by -$4.8 mllllon in natural declines, lower producer
actlwty and operatronai downtrme as well as $2 2 million from the sale of the Ikhil Joint Venture

Operating and adrninistrative expense in the FG&P. segment*in the ﬁrst half of 2008 was $48.2 million compared to
$42.9 million:for the same period:in 2007.' The increase was mainly attributable to $3.5 million in facility turnarounds and
$4.3 million for new facilities. These increases were partially offset by $1.6 million due to continuing efforts on cost
controls and $1.0 million related to the sale of the Ikhil Joint Venture, Approximately three quarters or $2.6 million of the
turmaround costs were reooverable

N R Lo N "

Amortization expense in the FG&P - segment in the first half:of-:2008-was $13.9 million oompared to 313 0 million in.the
same period-in 2007. The increase was due to new facrlmes and capntal expendltures partially offset by the sale of the
1khil Joint Venture. S ) Lo e

FG&P Outlook

FG&P expects to report higher results-in 2008 than In 2007. The'increasa.is'due to the addition of the RET facilities, a
full year of operations at Acme and Corbett Creek, recontracting.at higher rates; optlmlzatron of facilities and a continued
focus on increasing throughput and operating and administrative expense cost control.”

AltaGas is working with customers to optimize underutilized assets. The underutilized Sedgewick facility has been
connected to the fully utilized Killam® and Iron.Creek ‘facilities 'to allow gas, to be..diverted to Sedgewick and allow
increased ‘combined processing for. the three famhtles This prOJect is completed with results expected to be realized in
thelasthatfof2008 T 2Tl o . :

AltaGas continues to expect to increase its gas gathering and processing infrastructure in 2008 through -acquisition and
development of new facilities as producers reallocate capital from processing to their core activity of exploration and
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production. Well licences have mcreased slrghtly |n second quarter 2008 versus second quarter 2007 The lncreases
occurred generally over all of AltaGas' operatlng areas Increased anImg actlwty and producer actrvrty |n CBM areas
northwest Alberta and northeast British Columbia are a!so expected to prowd’e opportumtres for expansrons acqutsmons
and development of gas gathering and processmg mfrastructure Included in the Trusts estimate of capltal expendltures
of $225 million, is $40 miliion to grow and optlmlze gathenng “and process:ng infrastructure in 2008, mcludmg gathering
systems, capacity expansrons and enhancements to its sour gas processmg facrl:tles |nctud|ng the expansron at the
Pouce Coupe facility Wthh is |n the regulatory approval stage ’ '_ o e

- AL R . . ] . 1

ENERGY SERVICES
The Energy Services segment consusts of two marn busrnesses an energy management business provrdlng energy
consulting and supply management services and arrangmg gas and power contracts for non resudentlal end-users; and
a gas services business buymg and resellrng natural gas, transportatlon and’ storage The segment included a small
portfolio of oil and natural gas production assels which were sold effective May 31, 2007. '

Financial Results _ . o Three Months Ended - Stx Months Ended
) , e © lunedo June 30

($ millions) . Cot, T o T ogogt v 2007 2008 2007
Revenue T T 2049 ~ 2486 '561.0 = 584.2
Net revenue . ) o 3.0 69 6.4 130
Operating and administrative expense 2 '. b - "3 4 742 Coes5 86
Amortization expense ’ " ST 0. 5': 10 10 2.2
Operating income ‘ . B R ) AR Y 4 Myt 22
Operating Statistics . _ W e e Three Months Ended .. Six Months Ended
' I Cor June 3 "7 June. 30

._ o c oo M 008 dogr ', 2008 '~ 2007
Energy management service contracts™ T -2 L 1442 S 5147 T 1,442
Average volumes transacted (GJ/d)i? ; T T 30321277 356380 T " 313,085 387,826

) Active energy management service contracts at the end of the reporting peried. . . + = - ‘ .
2 Average for the period. Includes volumes marketed directly, volumes transacted on behalf of other operarmg segments, and
. volumes sold in gas exchange transactions. e T T A - .

Three Months Ended June 30 P
The operating loss in the Energy Services segment in second quarter 2008 was $0.9 million mmpared to operatmg
income of $1.7 million for the same quarter in 2007. Operating income decreased as a result of a $1.6 million gain due
to the sale of the il and natural gas assets reported in. second quarter.2007 and $1.3 million in lower fixed-price-gas
and transport sales. These decreases were partially offset by $0.3 million in lower operating and administrative
expenses,

ey 0m
. ..

Net revenue in second quarter 2008 was $3.0 million compared to $6.9 ‘million for-the.same period. in 2007: ‘Gas
services net revenue decreased, $2.5-million reflecting the sale of the oil.and natural gas assets in second quarter 2007
and $1.4 million due to lower fixed-price gas and transport.sales and lower volumes. ._... ., - . '

Six Months Ended June 30 ., - .. - N G e .
Operating loss in the Energy Services segment was $1 1- m:lhon for the t' rst half of, 2008 compared to operatlng income
of $2.2 million for the same period in 2007 The decrease was-due to the 'gain reported on.the sale of oil and natural.gas
assets in second quarter 2007, lower fixed-price gas and transport sales, declining volumes and a one-time cost for
commissions paid to a trade association related to 2007. The decreases were partlally offset by lower operatrng and
admrmstratrve expenses. . ! : s, e '
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Net revenue was $6.4 million in the first half of 2008 compared to $13.0 million in.the same penod in 2007. The
decrease included $4.1 rnltllon from the sale of oil and natural gas assa_ts |n second quarter 2007 and $25 mlllron due to
lower fi xed-pnce gas and transport sales and dechnmg volumes

I - . N

v L N Wt .
e . [ T H— P '

Energy Services Outlook
AltaGas expects results in the Energy Services segment in 2008 to, be sllghtly lower than 2007 results, excluding the
'galn on sale of the oil and gas productlon assets in 2007. However “the recent acqursmon of Taylor is expected to
provide increased integration opportunities to enhance unitholder value due to the increased geographic footprint and
energy infrastructure.

I T I T T e s

PEFIE
o

The Energy Services segment is an important element in increasing the value of assets in AltaGas' other segments.
Energy Serwces works with the other segments to optlmlze AItaGas assets and |n thus capacrty rs expected to contnbute
to eam:ngs growth across the segments B

L Y iy . r

) T R M U B P J

POWER GENERATION
The Power Generation segment comprises 378 MW of total’power generatnon capacrty |n Alberta through a b0 percent
ownership interest in the Sundance B power purchase arrangements and a capital lease for 25 MW of gas-fired power
peakmg ‘capacity. Constructlon is complete for addltlonal gas-f red peakmg plants at Bantry and is nearing completion at
tha Parkland gas process:ng facilities. Together these srtes wrll’ provrde an additional 14.4 MW of peaking power
capacuty all of which wnl be on hne in tﬁe third" quarter mcreasung the Trust s peaking capacnty by 58 percent and total
power generatlon capacuty ‘to 3924 MW The segment arlso |ncludes a 25 percent mterest in a 7-MW run-of-river
hydroelectric generation facility in BI’ItISh Columbia acqu:red in January 2008 with the Taylor acquisition.

Financlal Results’ = * "'~ " 7ETe T T g Months Ended * . Sik Months Ended
A ) " Sune 30 ' T June30°
(§miliong) - 0 T T TR Tagpg 2007 2008 2007
Revenue oy 58.1 40.7 T 1097 85.0
Net revenue e . . 319 22.9 69.3 47.4
Operating and administrative expensg’ v : KA 04 1.2 10
Amortization expense 2.0 19 . . 3.8 37
‘Operating income } _ o 294 206 553 © 427
Opera'tinglsta‘tistics S o " " 'Threé Months Ended " Six Months Ended
B T TRy ST June3o . Juhe 30
2008 2007 “2008 2007

Volume, ofpower sold (GWh) P CL 648 650 1,308 1,315
Average price recewed on the sale of power ($IMWh)f1’ ol 89.46 ‘6262 . 83.80 64.61
‘Alberta Power Pool avérage spot price (SMWh)nD © T " T TUlo786 " 4997 1 9213 56.79

M. Average forthe period. 1.t - o7~ . 7 e oee L e b,

Three Months Ended June 30

Operating.income in the. Power Generation segment in second quarter 2008 was $29.4 million compared to $20.6
million for the same quarter in-2007> Operating-income increased primarily as a result-of a higher average price received
on-the:sate of power and higher_contributions from gas-fired: peaking. plants. These increases were partially offset by
higher PPA costs, higher environmental compliance.costs and higher transmission- costs. n second quarter 2008, a
contract which required AltaGas to sell power during a force majeure outage event at another generation facility in
Alberta was triggered whereby AltaGas was required to sell 50 MW from Sundance B for a fixed price that is above
AltaGas' average hedge price but well-below spot prices seen in the quarter; the outage ended at,the end of May 2008.

Net revenue in second quarter 2008 was $31.9.million compared to $22.9-million-for the same period in 2007. Net
revenue increased by $9.6 million dueto higher hedge prices and hedged:volumes, $5.5 million due to. higher average
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spot power pnces $1 8 rnllllon from the AESO defenat accotnt settlemenl and $1 6 mllllon ‘due to hlgher contnbut:ons
from gas-fi red peaklng plants. The increases” ‘were parllally offset by $59 rnllllon in hrghar PPA costs due to ‘an
unfavourable 30-day rolling average power price {RAPP), "$1:4 miliion incurred to cemply with Alberta's Specn" ed Gas
Emitters Regulation (SGER) and $2.8 miillion as a result of higher transmission costs,

Operating and administrative expense was $0 5 mlllton |n second quarter 2008 compared to $0 4 mlll:on for the same
penod in 2007. i _
-1 et v L e A T e I

Amortization expense of $2.0 million in second quarter 2008 was similar with the same period in 2007. ’

S AP (R (R

Six Months Ended June 30 ‘ j

Operatmg incomé for the first half of 2008 rn the Power Generatren segment ‘was $55 3 mrlhon compared to $42 7
million for the same period in 2007. The increase was primarily due to higher prices received on hedged volumes hrgher
power prices on spot sales and higher contributions from peaking plants partially offset by higher PPA costs hrgher
lransmlssmn costs and higher costs to comply with Alberta s SGER e -
Net revenue for the first half of 2008 was $60 3 mrllron compared o $47.4 mllllon for the sarne penod in 2007 The
increase included $22.6 mrlhon due to htgher hedge prlces and hlgher spot pnces $24 mrlhon in higher | contributions
from the gas-fired peaklng plants and $1.8 million from an AESO deferral account settlement These increases were
partially offset by $8.1 mrllron higher PPA cests due o unfavourable RAPP $35 mlllron as a result of higher
transmission costs and $2.5 million of costs |ncurred to comply w:th‘Alberta s SGER . . .
Operating and administrative expense of $1.2 million in the first half of 2008 was higher than the $1.0 mlllron reported in
the same period in 2007, pnmanly due to the operating and maintenance services AltaGas began provrdlng to the
leased peaking ptants in March 2007. These services have not materially impacled operating income, however it has

resulted in sllghtly lower costs of sales offset by higher operating expenses. - -~ - - - : cem
Amortization expense of $3.8rmillion in the ﬂr'st half of 2008 was similar to the same period in 2007

Power Generation Outlook .
Operating income in the Power Generation segment is- expected -to-be higher in-2008 than--in 2007 due to the
contribution from hedged power volumes as a result of average hedge prices of approximately $76/MWh in 2008
compared to $66/MWh in 2007. Approxrmately two-thirds of the power available from the Sundance B PPAs has ‘been
hedged and the remainder is exposed to the spot price of power in Alberta.
The forward market for Alberta power prices, as published in darly broker reports, rndrcates thal pnces wrll remarn
relatively strong, in the $80!MWh range for the remainder of 2008, PPA costs are expected to be hrgher in 2008 due to
higher volumes of power. generated The price.for.coal. purchased through the.PPAs is based on.pre-defined. formulae
tied to inflation rather than the prevailing market price of coal and therefore is not expected to have a significant impact
on PPA costs.

oL 1
New gas-fired peaking generation facilities totalling 14:4 MW have been installed at the Bantry FG&P focation and are
being completed at the Parkland FG&P location. The facilities are integrated- into ongoing’ operations and both sites will
be operational in third quarter 2008.:Installation of the generating capacity Is estimated-to'cost approximatety $12 m1|||on
and is expected to be accrétive to net income and cash flow once operatlonal R : :

I ORI RN SO
CORPORATE T R - S PRI S e .

The Corporate segméntincludes the cost’of providing Corporate services and 'general corporate: overhead, investments
in public and private entities and the effects of changes in the value of risk management assets and liabilities.
Management makes operating décisions and assesses performance-of its operating segments based on realized resuits

and key financial metrics such as return on equity, and return an capital without the Impact of the volalility in commodity
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prices and foreign exchange rates. Management monitors the impact of mark-to-market accounting as part of the
consohdated entlty as risk is managed on a portfollo basis. Consequently, the |mpact of mark to-market accountrng on
net income iS reported and momtored in the Corporate segment

M

e -y

__Ifinancial Resuts o _ o . Three Months Ended ‘ Six Months Ended

S ‘__V A "_,.,_ oo June 30 . June’30,
($ millions) TR T 008,77 2007 2008 2007
Revenue 0.1 0.7 1.5 2.7
Unreahzed gains {losses) on risk management . ) (2 9) ., 04 {23 0.5
Net revenue o o (2 8) T4 (08 T 32
Operating and admlnlstratlve expense o ‘ : o 12, 9 69 ’ 215 “14.6
Amortization expense ' S U :‘ J‘ o 04 7 05 A K I A
Operatingloss =~ Pttt e (16 1) e3) (233) (125
Operating loss before urealized gains (Iosses) on risk - ' ' ‘ o
management (13.2) {6.7) (21.0) | (13.0)

A o - R K I . . ' i

Three Months Ended June 30°
The operatlng loss for second quarter 2008 Was $16.1 million compared to $6.3 million for the same period in 2007, The
increased loss was due lo unredtized I0sses on nsk management cortracts; a charge related to costs incurred on
development prolects hlgher operatmg ‘Ahd admmlstralwe wsls and lower lnvestment Income from Taylor which is now
reported in the operatlng segments e ” ‘

Net revenue was a negative $2.8 miliion for the second quarter in 2008 compared to $1.1 million in second quarter
20D7.'Net revenue decreased by $3.9 million primarily due to unrealized josses on risk management contracts and
lower investment income. AltaGas no longer reports Taylor investment income in the Corporate segment.

Cperating and administrative expense for second quarter 2008 was $12.9 million compared to $6.9 million for the same
pegiod last year.:The increase was attributable to a $3.4 million higher-compensation and administrative costs due to the
acquisition of Taylor as well as general escalating costs to support the growth of the Trust and a $2.6 million charge
related to project development costs. Costs were expensed as a project's commodity exposures could not be aligned
with the Trusts low-risk business model’and commaodity risk-strategy.

Amortization expense was $0.4 million for second guarter 2008 compared to $0.5 miliion for the same quarter in 2007.

-, o

StxMonths' Ended June30 - == - -t c e o ceseme e o -

The operating loss for the first half of 2008 was $23.3 million compared to $12.5 million for the same period in 2007. The
increased loss was due to unrealized losses on risk management contracts, a charge related pro;ect development
costs higher operatlng and administration costs and lower investment income from Taylor ‘which is now réported in the
operatlng segments. _ ] '

Net revenue was a negatwe $0.8 m:[hon in fi rst half 2008 compared to $3 2 million for the same period in 2007. The
decrease was due to unrealized losses of $2.3 million related to risk management contracts and lower investment
income. '

Operating and administrative expense was $21.5 million in: the first half of 2008 compared to $14.6 million for the same
period in 2007. The increase was due to the Taylor acquisition as well as general escalating costs to support the growth

of the Trust ($4.3 million) and $2.6 million charge related to project development costs.

Amortization expense for 2008 was consistent with 2007,
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Corporate Outiook o
The operating loss for 2008’is expected to be hlgher than in 2007 due pnmanly to the acqu:smon of Taylor and activities
to support AltaGas' growth strategy. In 2007 Taylor 'técorded approxrmately $8 million in corporate costs on a
normalized basis. To date AltaGas has identified approximately $2 million in cost savings which is expected to be
reahzed in 2008. The segment's revefue will decrease as AltaGas no longer reports investment income from’ its
investment in Taylor in the Corporate segment Revenue is also expected to decrease due to a reduction in ownershrp
of AttaGas Utlllty Group Inc. (Utlhty Group) frem 26.7 percent to 19.6 percent.. .- . . .- . - -

-~
The effects of financial instrﬁments are 5a§ed on estimates relating to ‘ccshim'bdny pricés' and 'foreigr':r 'exchangje fates
over time. The actual amounts will vary based on these drivers and management is therefore unable to predrct the
impact of financial instruments. However, the impact of the accounting standards is expecied to be relatwely iow as the
Trust uses financial insiruments to manage exposure to commodity price fluctuations and to buy and sell gas and power
with locked-in margins. The Trust does not execute financial instruments for speculatwe purposes

"

INVESTED CAPITAL - .~ .- B

Ouring second quarter 2008 AltaGas acquired capital assets, long-term |nvestments and other assets of $25.9 million
compared to-$22.8 million in second quarter 2007, In second quarter. 2008, the Trust also disposed of excess capltal
equipment in the FG&P segment reducing net |nvested capital by $8. 7 mrllron Year-tc-date June 30, 2008, AltaGas
acquired capilal assets, long-term mvestments and. other assets of $679.9 mrlllon compared to $29.8 .milfion in the first
half of 2007. During the first half of 2008, the sale of excess equ1pment and the reductron of the carrying value of the
Trust's investment in Taylor prior to the acquisition resulted in a reduction of net invested capltal of $56 9 million.

' : U B PR TN

Net Invested Capital Investment Type m _‘ S E e ‘;_,'] fl'hree Mor:ths Endegd
W tan cl b oeme e <o <t L« .o+ ,June 30,2008
Exhactmn and Fleld Gathering T power

($ millions} Transmission and Processtng Energy Services Generation Corporate Total
Invested capital: . ' . R T N . o
" Capital assets Deter B4 o 08 T (1) 62 @ 259
Long-term investmentsand  © o ool n p o T . BT
other assets U - oo T T £ e A . - Lo e

9.7 ... ™auT184° Y . L 06 -0 {1.0) - ¢.2 - 25.9

Disposals:

Capital assets * A T T T T To8T)

Net invested capital 9.7 7.7 0.6 (1.0} 02 17.2

1 Certain growth capital expenditures have been reclassad betwean segments. )

Net Invested Capital -lnves.:t!ment Type_ ’ o e " “.'.. T " Six Months Ended

: ’ ' oo R S june 30, 2008

Extraction and  Field Gathering Power S

{$ millions) Transmission and Processing Energy Services Generation Comporate Total

Invested capital: T, . ' . B A U U o O -

Capital assets - - T . t'449 - - ST s -1 A PRI N 679.9:

Long-term investrments and t :

other assets - - - - - -

TN~ R TR N7 T I A T AL .89+ -1 - 21 ¢ - L6799

Disposals: R T R U N R R T ’ LT

Capital assets B SR ETORE v 4 M RO RN e R ¢ 14
Long-term investments and

other assets - - Tomd AL e ++.(48.2) - (48.2)

Net investad capital 572.1 36.2 1.7 59.1 (46.1) 623.0
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Ngt Invested Capital - Investment Type Three Months Ended
' June 30, 2007
Extraction and  Field Gathering . Powear
($ millions} ) Transmission and Processing Energy Services Generation Corporate Totat
Invested capital: -- - - -~ - . - . L LT T R T e - . -
Capilat assets 1.7 5.0 0.1 39 0.4 T 11
Long-term investments and . .. " ’ '
other assets h ’ R - . 0.3 11.4 BT 4
- - - S T Y AT OIS X ) B PRI Y - 42 118 . -22.8-
.Disposals:. .. e T o L o
Capital assets - 0y e - (30.2) ' - = .- - {(30.3)
Net invested capital 1.7 49 (30.1}) 4.2 11.8 (7.9)
Net Invested Capital - Investmaent Type Six Months Ended
T June 30, 2007
" Exractioiand Field Gathering <~ -+ - o Power - : -
{$ millions) Transmission and Processing Energy Services Generation Corporate Total
Invested capital: . v - ”
* Capital assets Vo4 "7 B2 - 06 3.9 1.0 17.8
. Longterminvestmentsand _ _ _ _ . ... .. . oL e
® _otherassets _';"7 L _:_ B T _‘_ - 05 15 120
4.1 8.2 0.6 4.4 125 29.8
Disposals:
* Capital aséets- (0.3} (1.3} (30.2) - - (31.8)

"+ Long-term investments and
other assets St ) - T e . i} }
Net'invested capital =~~~ ~ "~~~ "0 0T 38T T 89 T TU(20.8) T 4.4 12.5 ’ " 2.0)

-

The Trust categorizes its invested capital intg maintenance, growth and administration.

Mainteriarice capital expenditares were $3.4 million in sgcond ‘quarter 2008 compared to $2.1 millien in the, same period
in 2007. Growth'capital of $20.9 million was Tcurred in second tuarter 2008 (second quarter 2007~ $8.1 million) which
was comprised of the Bear Mountain Wind project, various extraction, transmission, and field gathering and processing
projects, hydroelectric power projects under development, installation of the new peaking equipment in the Power
Generation segment and the development of projects in the Energy Services segment. The growth capital has been
financed through increased long-term debt as well 45'a Trust unit issuance.._ :

I\_ﬁaintenance capital expenditures were $4.5 million in the first half of 2008 compared to $3.3 million for the same period
in 2007. Growth capital of $671.8 million was expended' in the first half of 2008 (2007 - $12.7 million) which was largely

comprised of $592.0_millipn_for the_Taylor acquisition, $39;8 million for the Bear Mountain Wind project, $10.é miilion for

extraction and transmission_facilities, $184*million for gathering and processing facilities, $4.9 miliion for hydroelectric
power projects under development in British Columbia, $4.4 million on the installation of the new peaking equipment in
the Power Generation segment and $1.6 million for the development of projects in the Energy Services segment.
Administrative capital expenditures 6f:$3.8 million in the first half of 2008 were significantly lower than the $13.8 million

recorded: in the same period-in:2007..-The $12.9 million of the increase.in administrative capital reported in the six:

months:ended June.30," 2007 related-primarity to-the change in.accounting for the Trust's investment in Taylor from the
equity to the cost method. The growth capital has.been financed through increased:long-term debt as well as a Trus|
unit issuance.
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Invested Ca;;ital -Use Y ) ) " Three Months Ended
o . June 30, 2008
B Lo . Extrachon and . Field Gatharlng ,’ ol ' Power
($ millions) ot o * Transmission- -and Processing Energy sgrvioes— -- - Generation - Corporate Total
Invested capital: i ‘
“'Maintenance ' 14 20 - - - 34
_ Growth 8.3 13.0 0.6 (1.0) R " 209
Administrative . C e e M a8 - L oe. . 020 .. 18
{nvested capital 9.7 16.4 0.6 (1.0) 0.2 25.9

o Certam growth cap:ta! expendfturas have been mclassed betwesn segmen!s

4

Invested Capital - Use e YT memmmee e omr o nmm e e ~ °  Six Months Ended

- . June 30, 2008
. Extraction and  Field Gathering Power
(% millions) Transmission and Processing Energy Services Generation Corporate Total
Invested capital. , e T y
Maintenance T Tt TR T o B (2 4 R T e 45
Growth - 566.9 . 44.0 1.7 591 o1 - 671.8
Administrative . Y . w200 . 36
Invested capital 572.1 449 1.7 591 21 . ..679.9
¢
Invested Capital - Use . . T o Three Months Ended
Cee e - June 30, 2007
Extraction and  Field Gathering Power -
($.millions) . e - Transmission _and Prpcessing, Energy.Services,_.  Generation | Corporate | . Total
Invested capital: T R
Maintenance 0.5 16 - - - 2.1
Growth ‘ 127 7 T r3AToE e T et L5 - 8
Administrative - 0.3 - - 123 12.6
Invested capital . . i 1.7 0 B0 0 - A0 T wTa2” -11.8 . 228
g PR ' Tr . ' R G : T
Invested Capital - Use MR o TRTI T T b o Ui Moiths Ended
: B AR P B T 2L I AL PR T 40, 2007
* Extfaciion and’ Field Gathering *~ '+ - T " Power ' A
{$ millions) Transmission, - and Progessing Energy Sarvloes -Generatipn - . . . Corporate - . Totat
Invested capital:
.Maintenapce - P )07 e 26 T R T . 33
Growth . . - s 34 52 ) L0 T Ada L (04). - -12.7.
Administrative ... . . .. .. .. c.... 4. .. 05 [ ..., .. 128. 138
invested capital . . e A ).8‘.:2 . ~06. - .44 125 5,208
I TR T e . FUPEE e T : [
FINANCIALINSTRUMENTS ' Vet e oot N T

The Trust is exposed to market risk and potential'loss: from changes in the value nf financidl instruments: AltaGas enters
into financial derivative contracts to-manage exposure ‘to fluctuations -in commadity. prices, interest:rates and foreign
exchange rates, parlicularly in the Power Generation.-and' E&T*segments'and with respéct to interest rates on debt.
During the three-month period ended June 30, 2008, the Trust had positions in the following types of derivatives:

. Commodity forward contracts: The Trust executes gas, power, and other commodity forward contracts to manage
its asset portfolio and lock in margins from back-to-back purchase and sale agreements. In a forward contract, one
party agrees to deliver a specified amount of an underlying asset to the other party at a future date at a specified
price. The Energy Services segment transacts primarily on this basis.
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. 'Commodlty swap contracts The Trust executes fxed-for-ﬂoatmg power pnce swaps to manage its power asset
portfolio. A fi xed- for-ﬂoatmg pnce swap is an agreement between two counterpartles to exchange ‘a fixed price for a
floating price. The Power Generation segment's results are 3|gn|f cantly affected by the pnce of eIectncrty in

_ _Alberta AltaGas employs derivative commodlty instruments for the purpose of managing the Trust's exposure to
power price volatility. THe Alberta Power Pool settles power prices on an hourly basis and prices ranged from
$0.00/MWh to $999. 99:'MWh in second quarter 2008. The average spot price was $107.56/MWh for the second
‘quarter 2008 and $92.13/MWh for the six-months ended June 30, -2008. AltaGas moderated. the rmpact of this
velatility on its business through the use of financial hedges on a portion of its power portfoho that' management

" deemed optrmal The average price recewed for power by the Trust was $89.46/MWh in the seoond quarter 2008

:-'and $83. BOIMWh for. the SIX months ended June 30,-2008, . —— e e . .

P, P D wmre A m ara e armm e n o= PR

. NGL frac spread hedges The Trust executes f xed-for-ﬂoat:ng frac spread swaps to manage its NGL frac spreads.
The Extraction and Transmission segment's results are affected by fluctuations in frac spreads. At June 30, 2008,
“the Trist had- NGL frac spreat agreements for 2,800 Bbis/d at dn approximate average price of $23/Bbl forithe
© July tb ‘Decembér 2008 period. The Trust has 'dlso entered into three NGL frac 'spread agreements for calendar
-year 2009 for & total'of 2,800 Bbls/d and 2010 for a total of 700:Bbis/d at an average frac-spread of approximately
$27/Bbl. The average frac spread was $30/Bb! for the second quarter 2008 and $29.50/Bbl for the six months
ended June 30, 2008. The average frac spread received was $27.61/Bbl and $26.88/Bbl in the three and six
months ertded June 30, 2008 respectively.

. Interest rat'e forward contractS' The Trust enters into interest rate swaps where cash flows of a‘fixed rate are
exchanged for those of a floating rate. At June 30, 2008 the Trust had rnterest rate swaps mth varyang terms to
+ maturity of $205 million. Including AItaGas MTNs and caprtal Ieases the rate was fixed on 84 percent of AltaGas'
e dEbt . PP cu vasn e e b et Ime h mna e . ‘
“.- - Foreign exchange forward contracts: Forelgn.exchange exposure ‘created by transacting commercial arrangemerits
1 * . inforeign currency is managed through the!use of foreign exchangeé forward contracts'where a fixed rate is locked
in against a floating rate.

The fair value of power, natural gas and NGL derivatives was calculated using estimated forward prices.from published
sources for the relevant period.. The. calculation of fair value, of the interest rate derivatives used quoted market rates.
The fair, value of long-term, debt has:been, estimated. based. on.discounted future interest and principal payments using
estimated .interest rates., P I R Tt B S SO PR . g

S a s . . e T Aoy R .

The Tryst does not speculate on commodlty pnces and therefore does not engage in any commod|ty transactions that
create incremental exposure or are based solely an expectations of future epergy market price movements. Commodity
transactions are used to lock in margins, optimize underlying physical assets or to reduce exposure to energy price

movements.

AltaGas has a risk group which reviews commodity, and credit risk on a daily basis and has created and adheres to a
conservative risk po|icy and,hedgin_g program. ' '

AR

El e Y

LIQUIDITY AND CAPITAL RESOURCES . _

The Trust historically has used debt and equity financing to the extent that funds from operations and proceeds from the
Distribution Reinvestment Plan (DRIP) were insufficient to fund capital expenditures, acquisitions and working capital
changes from operating aotrvrtles Should Iarger investments requrre fi nancmg beyond exlstlng SOUTCes, management is
confident that.eqmty and debt capltal ntarkets could be aocessed to prowde additlonal ﬁnancmg

oot LS N
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At this time AltaGas does not reasonably expect any currently known trend or uncertainty to affect the Trust’s ability to
access its hlstoncal sources of cash except that cash from operatlons may be tmpacted by the proposed tax on the
taxable component of the Trust s d|strrbut|ons effectwe |n the 2011 taxatton year

oo P

_Cash Elows‘ : .-, . L - Three Months Ended R ”"'Si_x Months Ended
. I iy e e oL June 30 L June 30
($ millions) o SR EEET T 008 2007 " 2008 2007
Cash from operations . e o T9a 46.6 117.3 92.7
Investing activities ., . "7 0 7 . (24 6) (16 1) (330. 5), .. (@0
Financing activites I L. (513)7.) (408) . 2135 | (666)
Change in cash 3.2 (10.1) 0.3 0.9)
Cash from Operations - . ) w“ - l . “, -

Cash from operations reported on the Consolidated Statements of Cash Flows |ncreased by 70 percent to $79 1 mI||lOI"I
in second quarter 2008 from $46.6.million in the same.period 2007. Cash from operations increased-due to higher
eamings and an increase.in net change in working, capital. .(See Non-GAAP Financial Measures section of this MD&A

for description of funds from operations.) , . . - s L4 T E e enen T

Working Capital e o - June 30 . . June 30
{$ millions) 2008 2007
Current assets, s L et b a e ewegtes T e w0 - 3805 . - ;2647
Current liabilities - 1 N et T w4020 . . .,268.8
Working capital - - T S Y RO -4 P ) B A |
Current ratio 0.95 0.98

Working capital was a negative $21.5 million at the end-of second quarter 2008 compared.to a negative $4.1 million at
June 30, 2007. The working capital ratio was 0.95 for the-end of second-quarter 2008-and 0.98 for the same quarter in
2007. . .

Investing Activities - U I o . ‘

Cash used for investing activities in sécond quarter 2008 was $24.6 million compared to $16.1 million in the same
period in 2007. The increase in cash'used for ihvestinig activities was dué to'acquisition of capital assets, partially offset
by a decrease in noles receivable and disposal of excess equipment. A description of the acquisitions and investments
related to long-term assets is in the Invested Capital section of this MD&A. Cash used for investing activities reflects the
actual cash disbursed for investing activities and*may ‘not agree to-the'amounts in the investéd-capital sections of the
MD&A due to the timing of the actual dlsbursement of funds and the fact that ssome acquasrtlons may be non-cash
transactions. . ' : SIS E Co !

Financing Activities
Cash used for financing activities in sécond quarter 2008 was $51.3 million ‘compared to’ $40.6- million in the same
period in 2007. The increase was primarily due to $134.1 million of repayménts in short-térm debt, revolving debt and
long-term debt and higher distributions paid. The increase was partially offset by net proceeds of $1 7.7 mI”IOI"I from the
issuance of trust units. o

Cea I R I IR SN oo Ty

LT oot “ - Y
Toa P H

Do

Capital Resources T e R
The use of debt or equtty fundlng |s based on AItaGas capttal structure delermlned by consrdenng the norms and neks

associated with each of its business segments “At June 30, 2008 AifaGas had total débt dutstanding of $504.3 million,
up from $220.7 million as at December 31, 2007. At June 30, 2008 the Trust had $200.0 million in MTNs outstanding
and had access to prime loans, bankers' acceptances and letters of credit through bank lines totaling $750.0 million. At
June 30, 2008 the Trust had drawn bank debt of $277.0 million and letters of credit outstanding of $65.8 million.
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In, second quarter 2008, the Trust issued 4,388, 750 Trust unlts via publlc offenng at a price of $26.20 per umt resultrng
|n net proceeds of $110 1 mrlhon Proceeds ware pnmanly used to repay bank |ndebredness o
The Trust acquired convertible debentures through the Taylor acquisition of a face value of $22.1 million. ‘During second
quarter 2008, $2.1 million were converted mto Trust units. The fair value of the outstandlng convertlble debentures at
June 30, 2008 was $18.4 mll[lon whlch had a face value of $16 9 IT‘II[|IOI"I ' '.

All of the borrowing facilities have financial tests and other covenants customary for these t)rpes of faciiities which must
be met at each quarter, end AItaGas has been Jin comp[rance wrth these covenants each quarter srnce the establlshment
of the facrlmes S y P . .

I S~

TR A PECS ALl SR AR

AItaGas larget debt to—tolal capltallzallon ratlo is 40 to 45 percent The Trusts d.ebt-to total capltalrzatron ratro at June
30, 2008 was 36.4 percent, up from 27.4 percent at December 31, 2007 ‘and down from 45.1 percent at end of first
quarter 2008. The Trust's eamings interest coverage for ﬂthe}irolrlzlng 12 months ended June 30, 2008 was 7.39 times.

PR P S Rt N . .. .
On April 3, 2008 the Trust filed a prospectus supplement to the Shc;rt Form Base Shelf prospectus dated August 8,
2007..The supplement eslablrshes AItaGas MTN program and allows AItaGas to access the Canadian MTN market
when approprlate L.

IR ST ST B TR PRI TR ST S B o B v
CONTRACTUAL OBLIGATIONS -
There have been no material changes to AltaGas' contractual obfigations from those included in the MD&A in the Trust's
2007 Annual Report. . . L. Mo
BTy CURTRCRIT b Ty 'u'i-'; e T "ol
RELATED PARTIES DETEL IO DT e TG o e T T LR e L -

The Trust sold $16.0, m|IJ|on of. natural\gas o, and incurred, transporlatron costs of $0 1 million charged by, Utility Group
in_second, quarter 2008 as-part of the "_I’rust‘s normal course of business..The Trust also paid. management fees of $0.1
million to, and received management fees of $0 1.million, from. Utility Group for administrative services.:|n addition, the
Trust provided $0.1 million of operating services to Utility Group. The measurement of transactions between AltaGas
and Utility Group is exchange.vaiue; to which both parties.have agreed. The. Trust holds significant influence aver Utility
Group as AltaGas' Chairman and Chief Executive Officer is a drrector,of Utility Group. ‘

AT - iz T
The Trust pays rent under a lease- for offi ce .space and equrpmenl to. 2013761 Ontano Inc which is owned by an
employee. Payments of $21,900 were made in second quarter 2008 (second quarter 2007 - $21,171) which is the

exchange value of the property agreed to by both parties. The lease expires at the end of 2008.

s [T Y

abe 7 - .
.0 . Ml

SUMMARY OF CONSOLIDATED RESULTS FOR TH.E EIGHT MOST RECENT QUARTERS i ’ .
(Smillions) . ©. s ..l w . Q208 0. Q108 - -Q4-07v ~ Q307 . Q207 Ql—O?,.-: Q4-06 Q3-06

Net revenue!!} 117.3 110.7 76.4 88.2 80.1 79.3 846 82.5
Operating incomel(" 7.0 476 289 ars 3.2 29.0 320 33.7
Net income 329 376 318 34 211+ 2467 273 288
LSRR - Y T R S R L R T P PRI
($perunit) ... o Lo o o Q208 ., an-08 Q407 ; Q307 Q2-Q7.. © Q1-07 Q4-06 . Q3-08
Netjncome .\ ..o, % oo, whd voranner 0 a0y s R CoL
Basic 0.49 0.58 0.55 0.54 0.37 0.43 0.49 . 0.52
Diluted 0.49 0.57 0.55 0.54 0.37 043 0.49 0.52
Distributions declared® 0.525 0.525 0.525 0.52 0.51 0.51 0.51 .. 0.505

z e TG L]

(" Non-GAAP financial easure. See Non-GAAP Financial Measures in this MD&A, =~ * :
® Excludes the ‘special distribution ssuance of dne common share of Um'rfy Group for every 100 trust units han'd on August 27 2007,
valued at $0:076 perunit, ' T e T o it -
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Identrf able trends in AltaGas’ busrness in the past elght quarters reflect the orgamzatron s tnternal growth aoqwsrtlons
a favourable business envrronment |nc|ud|ng generally increasing power prices in Alberta higher frac spreads and
asset di |sposmons.

N L et G ome s . .
' - i O LTV e o .1

. .
- 1

Srgmf’ cant |tems that impacted individual quarterly earnlngs were as follows -
. In fourth quarter 2006 the Trust reported a $0.6 million goodwrll |mpa|rment and deferred $0 8 miliion |n revenue in
the transmission business.

[T R PR S R T S AT AP TR R B o CA N R SOF L TR T

. In second quarier 2007 the’ Trust récorded 3 $6.5 million’ futuré tax expenise as'a result 'of new tax legislation
included in Bill C-52, specified investment flow-through tax (SIFT), which was substantially enactéd by the

Government of Canada. Thrs ,non-cash charge to eammgs relates to the temporary dlfferences between the
o accountrng ‘and tax basis of AItaGas assets and Ilabllltles -

. Lt yS ' Lot

- In fourth quarter 2007 a $6.1 million non-cash’future incore tax Benefit was recorded as a result of the substarilive
enactment of a reduction in the federal corporate income tax rates.
T . o S L0 FEIE V S PR

~ . . R

. . Do - ' oo Matae yee, Ty A : P .
. in first quarter 2008 the Taylor acquisition was completed for tolal consideration of $455.2 million of which $256.3

million was cash consideration and $198.9 million were for units issued. Results in first quarter 2008 increased as

a result of the Taylor acquisition.

SUBSEQUENT EVENTS * ~ <~ 1 = =h e
Acquisition of NovaGreenPower Inc.

On July 31, 2008, AltaGas acquired NovaGreenPower Inc. {NovaGreen), a wholly-owned subsudrary of NovaGoId
Resources inc., for $35 million on closing with an additional $5 million on completion of certain conditions. NovaGreen
was developing the Forrest Kerr run-of-river hydroeleciric project, which is expectéd to-have’ dapacity of 195 MW in
Northwest B.C.” NovaGreen was also pursuing thrée’ Gther deve|opment projects all wrthln the- same regron asl Forrest

Kerr with a total potentrat run-of-nver hydroelectric capacrty of approxlmately 130 Mw. St T n
O . e ot ‘ Tyt L ’

L)

AZquisition of 45 Percent Interest In Greenng Energy Development Limited Partnersh:p ’
AltaGas entered into an agreement with GreenWrng Energy Management Ltd. (GreenWrng) to acquire GreenWing's' 45
percent interest in Greeanng Energy Development Limited Partnershnp (GEDLP) for $12. 3 million. As a result the Trust

fren b

wﬂl own 100 percent of GEDLP The acqursmon is axpected to close on August 15 2008 A o

T [ e ConTorr

Improved Standards & Poor's Qutlook L L T S SO S
Standard & Poor's {S&P) changed its outlook for the Trust from stabre to posutwe cmng the smooth |ntegrat|on of Taylor
assets into the AltaGas operations, AltaGas' commitmeht 16 preservmg an acceptable batance sheet and the ¢ontinued
use of sound risk management pohcres applred to the power busrness and commodrty exposures as reasons ‘forthe
increased rating. - o -

B cee PN . -

TRUST UNIT INFORMATION . . . e N S e

Under the terms of the restructuring of AltaGas inlo an income trust effective May 1, 2004, AllaGas Services Inc. {(ASI)
security holders exchanged their shares in ASI for Trust units and eligible security holders also received exchangeable
units that are exchangeable into Trust units on a one-for-one basis. The exchangeable units are not listed for tradmg on
an exchange. : e : o oo Y :
' B LA ‘ B

Units Outstandlng ' e T . N 2t N

At July 31, 2008 the Trust had 68 9 mrllron frust units and 2.2 ‘miflion. exohangeabte unlts outstandlng and a market
capitalization of $1.7 billion based on a closing trading price on July 31, 2008.of $24.41 per trust unit. At July 31, 2008
there were 1.6 million options outstanding and 401,284 options exercisable under the terms of the unit option plan.
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DISTRIBUTIONS T T RO

AItaGas dlstnbutlons are determined giving con3|derat|on to the ongo:n-g sustamable cash flow as |mpacted by the
consolidated net income, maintenance and growth capital and debt repayment reqwrements of the Trust. AltaGas has
been able to sustain its distributions through cash from cperations. In the three months ended June 30, 2008 the Trust
declared distributions of $35.7 million and had cash from operations of 79.1 million {(same.period 2007 - $29.2 million
and $46.6 million respectively} which was more than sufficient to fund all distrioytions_to on!thoiders. ‘ ‘ ' : .

In the six months ended June 30 2008 theTrust declared dlstrtbutrons of $70 3 mllhon and had cash from operatlons of
5117 3 million (same perlod 2007 = $58 2 mllllon énd $9i“7 mllhon respectwely)‘whlch was more thansufficient to fund
aII drstnbutlons to unllholders AItaGas has a target payout retio ‘of 65 to 75 percent of funds frorn operatlons

' [T T A LIPS LA it IV R o : Ao

AltaGas ‘announced that the Board'of Directérs of Altdtas” Gereral Partner Inc., delegate of the Trustee, increased its
monthly cash distribution to $0.18 per unit ($2.16 per unit annualized) from $0.175 per unit ($2.10 per-Unit annualized)
payable on September 15, 2008 to unitholders of record on August 25, 2008. This is AItaGas fifth distribution increase
since convertmg 10 a trust in May 2004, whrch together represent a 20 percent Increase since mcephon

W N L P P S

The followmg table summanzes AltaGas distribution’ declaratlon h1story since 2006
T LT Al R ,_',::_r,‘,__-_ 5

- -
[}

Distributions

(3 per unit) 2008 2007 2006
First quarter ' '0.525 0.510 0.485
Second quarter - ' - o wnE UL Toeetove N TR, L L 0,525 0510 - - 0495
Third quarter ~© ¢ - o AT P UL L VS SR O N SR S0 0.520 0.505+
Fourth huarfér".,.'.s [ AT P T T T R T S A R O - . ' 0525 - 0.510
Distribution of shares( - 0076 - -
1.050 2.141 1.995

m On September 17, 2007 one share of Urmty Gmup was rssued for every 100 trust units and exchangsable um!s held on August 27
ey, S - . I
2007,

o

e Mg T Ml

T T . <L BT AT A

CHANGES IN ACCOUNTING POLICIES ~ e

2003 Changes B Y P N A T A
Section 1535:Capital Disclosures S N A R

Effedtive for interim ang annual financial statements for. fiscal years begh‘mmg on or after October 1; 2007 the new CICA
Handbook Section 1535 Capital Disclosures requires the disclostre of qualitative and quantitative information about the
Trust's objectives, policies and processes for managing capital. This new section is effectwe and has been applied to

the’Trustbeglnmng January1 2008y - : ClgRre At e R B
o "1 '.. e UI . ¥, D ] ‘. “a .'.: ey et . W} 1 - i
Section 303%Inventories” * -~ tde 0ot 0 A L TR w0 e e e

Effective for interim and annual financial statements for fisca! 'years beginning on-of afterJanuary 1, 2008, the new CICA
Handbook Section 3031 "Inventories" provides guidance on the determination of costs and its subsequent recognition
as an expense, including any write-down to net realizable value. This new séction:is effective and:has been applied to
the Trust beginning January;1, 2008, .,z w0 0 4 it e ey

RRRTON AT I T Bt S [N B T S A L Aot ST O e enTo . wooos
Section 3862 Financial Instruments - Disclosures and Section, 3863 , Financial Instruments Presentatron
Effective far interim and annial financial statements for fiscalyears beginning on'or after October 1, 2007, the new CICA
Handbook Sections 3852 and-3863 replaced Section 3861 to prescribe the-requiremenits for presentation and disclosure
of financial instruments. The objective of Section 3862 is to provide users with information to evaluate the significance of
the financial instruments on the entity’s financial position and performance, the nature and extent of risks arising from
financial instruments, and how the entity manages those risks. The provisions of Section 3863 deal with the

T TRl 3 S
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classifi cation of financial instruments, related interest, dividends, losses and gains, and the crrcumstanoes in which
fi nancnal assets and f nancrat liabilities are’ offset Thesé new sedlions are- effectlve for the Trust beglnmng 'January 1,

2008 - s N AT A L N E I a b T - AP
. . T N TR I P S T AP

O [ R B R . PR L . EE TR 1Y & A

Future Accountmg Changes
Section 3064 Goodwill and Intangnbte Assets

Effective for interim and annual financial stalements, for fi scatyears beginning on or after Octcber 1, 2008, the new CICA
Handbook Sectron 3064 will replace Sectlor) 3062 "Goodwrtl and Other Intangtble Assets“ and Sectton 3450 “Research
and Development Costs" This Sectlon establtshes standards for the recognltlon measurement presentatlon and
disclosure of goodwill and intangible assets lnc!udlng mternally generated lntanglble assets. This new section is effectlve
for the Trust beginning January 1, 2009. The Trust does not expect any financial impact as a result of this new CICA
Handbock section. o B R o L

T E HERE e P PR .
LA TP PR ol . (S S T | RIS

LI 2 ST Lo T T s et 7 PR A
, : PR i . PO B .“" - . - o

Internatlonal Fmancrat Reportmg Standards (IFRS) o ol o

e E " . T

In 2006, the Accounting Standards Board announced a new strategic plan for the convergence of Canadtan GAAP wrth
IFRS beginning 2011. AltaGas is currently assessing, the. impact. of. IFRS financial statements whijch.. cannot be
reasonably estimated at this time. The Trust is in the process of securing resources to complete the project and
providing training to employees affected by the change in accounting standards. »

. o
SIGNIFICANTACCOUNTING POLICIES : Tttt T mhe o iemenn s emsmmeses s s N
AItaGas signifi cant accounting pollmes remain unchanged from December 31, 2007 except as disclosed in the notes to
the interim Consolidated Financial Statements for the three manths and six months ended June 30, 2008. For, further
information regarding these policies refer to the notes to the audited Consolidated Financial Statements in AltaGas'
2007 Annual Report. R T L LA

CRITICAL ACCOUNTING ESTIMATES o ST T TrmroTmo o mmmmemeommm o e o

A

Since a determlnatton of the valug of many assets |Iabt|ItIeS revenues and expenses IS dependent upon future events
the preparation of the Trust's interim Consolidated Financial Statements requires the use of estimates and assumptlons
which have been made using careful judgment. AltaGas’' significant accounting poltores are described in the notes to the
interim Consolidated Financial Statements for the three and six months ended Juné 30 2008 ahd iA the notes fo the
2007 audited Consolidated Financial Statements included in the Trust's 2007 Annual Report. Certain of these polrcres
involve critical accounting estimates as a result of the requirement 1o make particularly subjectiveé or complex judgments
about matters that are inherently uncertain.and .because of the -likelihpod-that materially, differant-amounts could -he
reported under different conditions or using different assumptions. ...~ . - e S TR p e Sl e

i - . ~ Caem oo ) w1t

k| E - v . -~ .

N el L

AltaGas’ critical accountmg esttmates are risk management assets and Itabllntres amortrzatton expense, - asset
retirement obligations, asset impairment assessment and future tax lability. For a full discussion of these accounting
estimates, refer to the MD&A in AltaGas' 2007 Annual Report and the notes to the interim ‘Consolidated Financial
Statements for the three and six months ended:June 30,2008.» 1 « . . L1 e g Lo res ot e
p PR v S
OFF-BALANCE SHEET ARRANGEMENTS wooo gty . . \ ro
The Trust is not party to any contractual arrangement under which an unconsolldated entlty -may have any obltgatton
under certain guarantee contracts, a retained or contingent interest in assets transferred to an unconsolidated entity or
similar arrangement that setves as credit, liquidity or market risk support to'that entity for such assets. The Trust-has no
obligation under derivative instruments; or a.material.variable interest;in an -unconsolidated - entity that provides
financing, liquidity, market risk-or.credit. risk. support or. engages in leasing,: hedging or-research and development
services with the Trust. S I A o e T S Lo A o

oy o e e . . . | e o Sy, iy A S Sy Ve
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DISCLOSURE CONTROLS AND PROQEDURES L

The Trust maintains disclosure controls and procedures desgned to ensure that information required to be disclosed in
reports filed or submitted under applicable securities legislation is accumulated and communicated to management,
including the Chief Executive Officer and the Chief Financial Officer, as appropriate, to allow timely decisions regarding
required disclosure.

INTERNAL CONTROLS OVER FINANCIAL REPORTING — - - o T
Management of the Trust is responsible for establishing and maintaining internal controls over financial reporting-to
provide reascnable assurance regarding the reliability of financial reporting and the preparation of financial.statements.
All internal control systems, no matter how well designed, have inherent limitations. Therefore; even those systems
determined to be designed effectively can provide only reasonable assurance with respect to financial statement
preparation and presentation. During second quarter 2008 there were no material changes to the Trust's Internal
-controls over financial reporting. . " .

‘ i PRSI LR
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Consolidated Balance Sheets * " - DRI
T 3" ST T Tlunaudited) ot ‘ 0
P A S R TN I T Yy
LT el ; ! e :_‘ c3
June 30 Ddcember 31
(% thousands) 2008 2007 .
~ASSETS " A TR ato SE
Current assets e Tl MR IR ST R ‘-
Gash and cash-equivalents -. 0 C TS R tiei.. -8 712,785 -0 12,451
* Accounts réceivable " . A O LA ) BTN o w223979 ¢ 0 0 191,879
Inventory T R SO T O M &1t © 130
Customer deposits ' 24,015 i ... 24,369
Risk management (rota 11) 111,741 66,811
Other current assets 7,897 9,714
380,547 305,354
Capital assets (note 6} 1,320,241 682,322
Energy arrangements, contracts and relationships (note 7) 174,855 95,716
Goodwill 124,576 18,260
Risk management (note 11) 46,759 33,640
Long-term investments and other assets 22,186 64,509
$ 2,069,164 $ 1,199,801
LIABILITIES AND UNITHOLDERS' EQUITY
Current liabilities
Accounts payable and accrued liabilities $ 210,593 § 177,802
Distributions payable to unitholders 12,414 10,167
Short-term debt 2,298 3,551
Current portion of long-term debt (note 8) 1,350 1,234
Customer deposits 24,015 24,369
Deferred revenue 2,77 1,718
Risk management {rote 11) 129,599 60,848
Other current liabilities 18,909 9,321
401,955 289,010
Long-term debt (note 8 433,791 215,949
Asset retirement obligations 35,485 18,811
Future income taxes 193,241 58,229
Risk management (note 11) 49,292 30,166
Convertible debentures (note 9) 16,880 -
Other long-term liabilities 5,910 2,948
1,186,554 615,113
Unitholders’ equity (notes 12 and 13) 882,610 584,688
$ 2,069,164 3% 1,199,801

See accompanying notes to the Consolidated Financial Statements.
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. Consolidated Statements-of Income =

~ . -and-Accumulated Earnings ..
(unaudited)
). . T T T R Three months ended Six months ended
i Ty June 30 June 30
+ ($ thousands except per unit amounts) . 2008 2007 2008 - . 2007
. REVENUE . N Co e - e
Operating $ 489832 $ 340634 $& 932294 $ 766,676
Unrealized gain (loss) on risk management (2,896) ) 413 - {2,268) .., 475
Other 149 . .. 731, .1,510, 2,692
- v 487,085 341,778 931,536 .. 769,843
EXPENSES . o T, o
Cost of sales 369,800 - 261,682 703,503 610,455
Operating and administrative 63,447 " 37,014 . 110,594 75,075
Amortization:” . -, b ) - . .
Capital assets o e 18,448 9951 = = 27,965 20,239
' "Enprgy arrangeiments, contfactsand "~ T T T T X L '
rélationships™ T T ™ 2,376 1,903 “ 4,860 ' 3,807
450,071 . 310,550 . 846,922 , 709,576
- Interest expense - . ana ot on - - : .
Short-term debt as9 “ 88 . 1173, . , 148
-, .. , hong-term debt ‘ 5,929, _.. 2,960 <. 12,144 ) 5,976
+ Income before income taxes : .5, Pt 30,696 28,180 .. 1,297 - 54,143
Income tax expense (recovery) 7 (2,215) . - 7,427 - 807 .. 8510
. Netincome .~ ¢ T 232,911 21,053 L 70,490 . . 45633
* Accumulatéd éamings, beginning'of period ~~ 77 ' 547,9%1 426,198 "'510,412 ' 401,618
Accumulated earnings, end of period . 8% -580,902 ,-%. 447251 $ 580,902 § 447251
Net income per unit (nots 15)
Basic $ 049 $ 0.37 $ 1.06 $ 0.80
Diluted $ 049 $ 0.37 $ 1.06 $ 0.80

Weighted average number of units outstanding (thousands) (rotes 13 and 15)
Basic 67,382 57,199 66,223 56,931
Diluted 68,302 57,235 67,157 56,966

See accompanying notes to the Consolidated Financial Statements.
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Consolidated Statemerits of Comprehensive Income
and Accumulated Other Comprehensive Income

{Unaudited)
Fo.oo TN Three months ended Six months ended
o AL June 30 June 30
(8 thousands) < St et 2008 2007 0 Y 2008° 2007
Net income $ 32911 § 21053 $ 70490 S$- 45633
Other comprehensive income, net of tax REA ' L
Unrealized net-gain (loss) on‘available forsale - . o L o
' financial assets o AN - 10,383 {17,873) 10,399
Unrealized net loss on derivatives designated as T S
cash fiow hedges (11,480) (4,570) (14,866) . (4,086)
Reclassification to net income of net gain {loss):. .*- o aer
on derivatives designated as cash flow St P ey
hedges pertaining to prior periods 477 (3,170) (2,423) . - (3,389)
o (11,003) 2,643 (35,162)~ . = 2,924
Comprehensive income $ 21908 $° -23696° § ' - 35328 "% - 48,557
: e ——
* Accumulated other comprehensive income -+ L .
(loss), beginning of period $ 3,010 $ {2.353) $ 27,969 "¢ .o e
Adjustment resulting from adoption of new pe T et
financial instrument accounting standards-*+.. . . _?__‘-f' Tl 2,634)
. Other comprehensive income (loss), netoftax <~ ' (11,003) 2643 . v 19(35,162) +. . 2024
Accumulated other comprehensive income Tt e mmett R S
(loss), end of period . . TS (eed § 200 s (7.993) 8. - 290
-.See accompanying notes to the Consolidated Finaﬁéiéilétaieyr}eﬁtsf [ M M S PV SRR “'*_.'
O K
Ve 3 . ' Z fre o+
. ¢ 7
8 :
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.~ Consolidated Statements. of Cash Flows ,
- {unaudited)
Three months ended Six months ended
June 30 S v dune 30
($thousands) - . - . ya s o -7 2008 e Lo 2007 2008 2007
Cash frém dperations = = - T TR Ln ETET e T : E
Net income $ 32911 % 21,0563 $ 70,490 $ - 45,633
Items not involving cash: _
Amortization * - N X7 7 R [ 77 | 32825 24,046
Accretlon of asset ret:remeni obhgatlons Tl g 2 R - S ')
" Unit-based compensation * "+ ' = % T N N A " 195 C33
B " Fufure income'tax expense (recovery) IR ¥ UL ) R X 7 SR ‘590 8,510
-'"Gain (loss) on salg of assets*- PO b " (311) - (1,490) {318y - (1,563)
Equity income (loss) (36) (317) ‘ {581) '(1,693)
Distributions from equity investments 61 503 137 1,258
Unrealized (galn) loss on risk management 2,896 {413) + 2,268 ‘ (475)
Other ; A e e - 5 -0 3000 - 395 . 547
Asset retirement obllgallons sett!ed (161) (20) {217) (140)
Net change in non-cash working L ' .
capital (note 16) 28,644 7,397 10,597 15,396
79,123 46,575 117,336 ‘92,700
' investin’ actlvmes SRS o e o .
_Decréase (rncrease) in, customer deposuts (6 022) ~ {6.287) . " 354 . (8,183)
*  “Déctease in note raceivable " " L ' 550" - © 8,500 . -
Acquisition of capital assets T Ya2,548)7 (9.875) ° (84,233)  (20,888)
Disposition of capital assets 8,843 90 8,843 507
Acquisition of long-term mvestments and other e ' T
assetd>” TN T el eTorteoo e wesayagey - (420) (261,005~ °  (799)
Disposition of long-term investments and otler ~ =1 3 e e s
assets - 375 - 375
(24,623) (16,117) (330,541) - (26,088)
"Financing’ activnt!es R T ' i -
Increase (decrease) in shoriderm debt " * Y(7.260) (5,655)’ (1,252) 1845
Net issuance {repayment) of revolving _
long-term debt (126 130) - (19,894) 153,666 (137,143)
" lssuance 6flong'-term-'debt‘ GE T h e . 100,000
'Repayment of lorig-térm debt- ©+ ~ -7V 57 S (733) Y (1)) -
- T Distributions t&-unithiolders™ - " Tt o 0 '(34.363) i (28,959) (68,066) (57,810)
"' Netproceeds from issuance of units - T MM 13,979 " 125424 ¢ 26,449
' - Neiproceeds from issuance of warrants (rote 12) R : 4,500 ~ -
T T T (51,278) - - '(40,529) 213539 (66,629)
Change in cash and cash equivalents o ' 3,222 (10,071) T T334 ; "(917)
Cash and cash equivalents, beginning of period 9,563 22,380 12,451 13,226

Cash and cash equivalents, end of period $ 12,785 $ 12,308 § 12,785 $ 12,309

See accompanylng hotes to lhe Consolidated Financial Statements.

K o
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Selected Notes to the Consolidated Financial Statements
. (unaudited)

(T abular amounts in thousands of dolfars unIass otherwrse rndrcated)

1. BASIS OF PRESENTATION

'The interim Consolidated Financial Statements of AItaGas Income Trust (AItaGas or the Trust) include the accounts of
the Trust and all of its wholly owned submd:anes and its proportlonate interests in varlous partnershlps and_ jojnt
-ventures.

N
The interim Consolidated Financial Statements have been prepared by management in accordance wnth Canadlan

. generally accepted accounting principles {GAAP). The accountlng policies applled are consustent wuth those outlmed in
the Trust's annual Consolidated -Financial Statements for the year ended December. 3, 2007 except as .described
below in Notes 2 and 3. These interim Consolidated Financial Statements do not include al dlsclosures required in the
annual financial statements and should be read in conjunction with the 2007 audited Consclidated Financial Statements
included in the Trust's Annual Report. ‘ S

! [ . P A LI

2. COMPARATIVE FIGURES . S

Certain comparative figures have been reclassified to conform to the current financial presentation. e

.o RS 54 . o
’ . et T ' .

3. CHANGES [N ACCOUNTING POLICIES T . .o b

ML S

Changes For2008 - SR R

Effective January 1, 2008 the Trust adopted the new CICA Handbook accountmg requirements for Sectson 1635 “Capltal
Disclosures”, Section 3031 "Inventories”, Sectlon 3862 “Financial Instruments - Dlsclosures and Sectlon '3863
" *Financial Instruments - Presentation”. In accordance with the transitional prowsuons for these new standards “these

policies were adopted prospectively without restatement of prior periods. S gL, hie .
T L3 R L

N EE U R R T AR N

Capital Disclosures

r m..,‘.,: el [
.CICA Handbook Section 1535 "Capital Disclosures” requires the dlsclosure of quahtatlve and quanhtatwe mformatlon
about the Trust's cbjectives, policies and processes for managing capital ,.which have been provided in note 9. .-

" Inventories I . - N
Inventory consists of materials and supplles and natural gas liquids (NGL) product held for sale, AII tnventory is valued
at the lower of cost and net reallzable value Cost :s assrgned using a weighted average cost formula S

S I S TN Coie s o

Fmancial Instruments

CICA Handbook Section 3862 “Fmancnal Instruments - Disclosure” and Section 3863 "FInanCIaI Instruments -
Presentation® reglace Section 3861 "Financial Instruments - Disclosure and Presentatlon effectnve January 1, 2008 for
the Trust. Section 3862 requires the disclosure of lnformatlon to allow users to evaluate the:significance of the financial
. instruments on the entlty's financial position and performance and the nature,and extent.of risks arising from.financial
instruments and how the entity manages those risks. Section 3863 deals with the, classification of financial, instruments,
related interest, dividends, losses and gains, and'the circumstances in which financial assets and financial liabilities are
offset. The additional’information to comply with these standards is disclosed | in'nQte 10 ;
A L e B .'.' R T IE  E A

FutureAccountmgChanges S S O

Section 3064 "Goodwill'and Intangible Assets ' ’ T . - T T

Effective for interim and annual financial statements for fiscal years beginning on or after October. 1, 2008, the new.CICA
Handbook Section 3064 will replace Section 3062 "Goodwill and Other Intangible Assets" and Section 3450 "Research
and Development Costs". This section establishes standards for the recognition, measurement, presentation and
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disclosure of goodwill and intangible assets including |ntemally generated |ntang|ble assets. This new section is effective

-for the.Trust beginning January 1,2009. .. . - ... <. C £

International Financial Reporting Standards (IFRS)
In 2006 the Accounting Standards Board announced a new strategic plan for the convergence of-Canadian GAAP with

-IFRS beginning 2011.. “AltaGas-.is currenily assessing.the impact-of IFRS financial statements which cannot be

reascnably estimated at this time: The Trust.is in the process. of securing: resources to complete the- project and

providing trammg to empioyees affected by.the change in acceuntmg standards, . : N R

4, UPDATE TO SUMMARY OF ACCOUNTING POLICIES
As a result of the acquisition’ of Tayler NGL Liimited”Partnership (Taylor) and AltaGas' issuance of warrants the Trust

* has updated the folrowmg srgnlfcant accountlng pehcnes L

L - oL LT e ey Ty o Dy

Energy Arrangements, Contracts, Relationships and Amortization '+ - S '

. Energy arrangements, contracts and relationships are recorded at cost, ‘which was falr valde at the time of purchase,

and are amort1zed on‘a‘straight-line basrs over thelr term or estimated 'uséful life:- ot
. e i PR M Rl Ia
:.*. . Sundance B-Power Purchase Arrangements’{PPAs) - & ~:-'..- i+ .- " 10years i
Natural gas and power marketing contracts S 18 <49 months
Energy services relationships 15 years
Extraction and transmission contracts. {E&T) ar e o e e i 0 10- 30 years

A R S AR A PPt AR e T T T S i

-AltaGas owns 50 percent of two Sundance B PPAs through its interest in the ASTC'Power Partnershlp (ASTC) ASTCis

committed to purchase all of the power from the two 353-megawatt (MW) capacity Sundance B generating units. The
investment in the PPAs and the corresponding revenue and expenses thereunder are recorded on a proportionate
basis. The Sundance B PPAs required a capital outlay to acquire. The Trist is obligatéd to make payments to the

‘biwners of the underlying generating units over the remaining'terms of-the: PPAs-to December 31, 2020. Such amounts

are recorded as cost of sales as incurred. Revenue from the sale of the commitied power is recorded when delivered.

The natural gas and power marketing contracts are the rights and obligations to buy and sell fixed volumes'of natural
gas and power aLcontracted prices. Revenue and expenses are recorded when product is dellvered ’

=i IS LA

Energy services relationships were purchased along with substantially all of the assets and liabilities'of iQ2 Power Carp.,

" AltaGas Energy Limited Partnership, ECNG Canada Ltd. and Energistics Group Inc., and are recorded at fair value and

amortized on a straight-line basis commencing with the expiration of the related short-term marketing contracts over the
15-year expected useful life of the relationships.

The E&T contracts were acquired through the acquisition of Taonr and are recorded at fair value and amort:zed on a
straight-line basis over the average expected life of the contracts. ;

l.'.-.

. Per-Unit Information: e
"Basic net income ‘pér unit is calculated on the basis of the weighted average number of lrust and exchangeable units

outstanding during the period. Diluted net income per unit is calculated as if the proceeds oblained upon exercise of
options were used .to purchase units at the average market price during the period plus the rust units issuable on
conversion of outstanding convertible debentures and warrants. Diluted net income is increased by the interest on the
convertible debentures and decreased by the accretion on the convertible debentures. P ‘

gl AR
Convertible Debentures oy -
Convertible debentures are recorded at fair value upon acquisition, less the amount attributed to the conversion.feature,
which is included.as part of unitholders' equity. The dlfference between the fair value and the pr:ncrpal amount is
charged to income on an effective yield basis.
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Warrants - : -~ . St L T A VLR U L A ST AR
Warrants are recorded at fair value, deemed to be the gross proceeds upon issue,.'and are ‘included .as. part of
unitholders' equity.

. 5. . BUSINESS ACQUISITION - . PR T T T P APV

+:On January 10, 2008 AltaGas Holdmg Limited" Partnersrnp NO' 1.{AltaGas LP #1) acqwred all of the outstanding limited
partnership units of Taylor (other than the: Taylor units already owned.by AltaGas and its affiliates). Taylor'participated in
the energy business through ownership of natural;gas liquids*extraction plants, natural gas processing assets and two
natural gas liquids pipelines. It also had an inlerest in a 7-MW run-of-river hydroelectric generation plant.
AltaGas offered Taylor unitholders-$11.20 in-cash. or 0.42 units of AltaGas per unit of Taylor; subject to maximum
aggregate limits of $245.0 million in cash and 8.0 million, Trust units, including up to. approximately 1.9 million
exchangeable units. Prior to closing the acquisition, $27.9 million of Taylor convertible debentures were redeemed,
increasing Taylor units outstanding by 2.7 million. The aggregate, purchase price was $598.7 million; including $256.3
million of cash and 7.7 million Trust units. {including 0.2 million exchangeable units) valued at $198.9 million for all the
outstanding units not previously owned: by AltaGas, assumed debt and.conwvertible :debentures: of $132.5 million and
approximately $11 million in transaction costs. The value of the Trust unils issued was determined based on the
weighted average market price between two days preceding and-twa days subsequent to November 11,,2007, the date
the offer had been agreed upon and announced. Lo CT e R
The following table summarizes the total consideration and the estimated fair value of.the assets acquired and liabilities
assumed at the date of acquisition. Any final adjustments may significantly change the allocation of the purchase price
and could affect the fair value asmgned to assets and Iiabnmes The preliminary-allocation of the: purchase pnce is as
-follows: , o LS - :

. - S~ ' - .
- u Lo T T S L A R

' B : e T S R L T 2 AR TR PRPIPR T G L
. -Total consldaratlon for100% ofTaonr LTk e heoe e e rATY T e e NN
., Cost of 8.9% investment in Taylor originally- owned by AltaGas TR T TR FUN 24 672
Purchase price for the remaining 91.1%-of Taylorunits. . : = .« ., wen mv oo s 7 ) v g "
Cash consideration 256,281
Units o Co e S i 198,861 - . el T
Estimated transactioncosts. -, . oo L0 Lt e K000 . e e
Equity portion of Taylor convertible debentures 2,127 468,269
Totalconsideration . .. - :. i’ ¢ -~ . Yo § . . 492,941
' : “a ‘. T e L R R DA TP T I
- Purchase price allocation for 100% of Taylor .~ -7 «s%. .0 " 7~ -.n . e
Assets acquired ST S
Current assets 30,585

Capitajassets -« "+ -y o 'ﬁ MR TBY2.030™ T ST

Energy arrangements, contracts and relationships - RN S TIga 000 '

Goodwill 106,316

Long-term investments and other assets 4 6401 817,571

Less liabilities assumed - " % f T Ploma e Tt

Current liabilities ' e E SRR v 21T/

Long-term'debt '™ -+ - e PRI R A T 10,423 C 0 0 EE

Convertible debentures LR T VX A B

Asset retirement obligations 14,350

Future income taxes 144,616 '

' Future employée obligations : =~ -~ 2,542 ¢+ -

Risk management o ) ' 2,978 324,630

$° 492,941
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Until the date of acquisilion, AllaGas accounted for ils investment in Taylor using the cost inethod. ‘As a result, the
investment in Taylor was designated as available for sale and was measured at fair value with the changes in fair value
-recorded in other comprehensive |ncoma (OCI) As of January 10, 2008 Taylor has been included in AItaGas

Consolidated Financial Statements.

L R REEFLAA

E

-AltaGas drew on its available credit facility to finance the cash consideration of $256.3 million for the Taylor acquisition.

6. : CAPITAL ASSETS

O

December 31

n June 30~
2008 . .2007
T ; ; Accumulated  Net book Accumulated  Net book
Cost "~ amortization “ value - " Cost  amortization “value
Extraction and Transmission ] . ]
Extraction and transmission assets ~ § $27,047 §. (57 711) § 770 236 '$ ' 255,810 $ {46,078} § -209,732
.1. Field,Gathering and.Processing , ; - T - b, e e . .
Field gathering and processing-assets . .. 604,594 (161 663) - 442 931 v, 569,944 {148, 297) 421,647
Other assels , L. . .+ 50845 .=, (2,651)-  37294... 4416 (2,161) 2,255
Energy Services Wit e o
Energy services assets 9,909 (1,076} 8,833 9,693 (898) 8,797
, Other assels o wipe. . 1,310 0 0+ (260) .~ - 1,050 2,018 (156) 1,862
PowerGeneratlon B T P R S A Fr R T s T R A L
Capital lease (note 8). . ..., 5 ., -, ‘!3_,79ﬁ i (5,308), . B,492 13,798 {(4,598) - - 9,202
Pawer generation assels 75,935 - 75935 . --22,013. PR 22,013
Corporate
.. Other assets vt AT, ¢ 22,836 - {13,366) 9,470 .. 19230.,, (12416) 6,814
S (242,033) $ |1 ,320,241-% 896,922.% : (214,600) $ 682,322

R '.-. B3 gl ,,5,1 562,274

K O

- T
|

T

Interest capitalized on long-term caplta! constructlon pmjects for the six months ended June 30, 2008 was $1.1 mllllon
{December 31, 2007 - $0.8 million). At June 30, 2008 the Trust had spent approximately $113.4 million (December 31,
2007, - $42.6:million) on capital projects under construction that were notiyet subject to amaortization.

4

In January 2008 the Trust completed the acquisition of Taylor (note 4) WhICh resu!led in the increase to the axt;abtion

.and transmission and field galherjng and processing assets.
S Gy RN .oy Bt VT ERTI .o A H

1

7. " "ENERGY ARRANGEMENTS, CONTRACTS AND RELATIONSHIPS

June 30 December 31

{ e e, 2008 . 2007

Cm e e Accqmulated -Netbook - Accumufated .Net book

. R e 3 Cost amo_rtlz_atlpn,.- . value Cost amomzat:on value
qurgysemcesand E&T . R ST A SO I LI ) .

. amangementsandcontracts . | $ 199,070 § .  (41,881)$ 157,189, 115,071 s (a7, 717)$ 77,354

Energy services relatlonshlps 20,892 {3,226) 17,666 . 20,892 {2,630y . 18,362

$ 219,962 $ (45,107)$ 174,855 § 135963 $§  (40,247)$ 95716

The ameriization of the energy services relationships began in 2006 upon expiration of the corresponding short-term

marketing contracts.

In January 2008 the Trust completed the acquisition of Taylor {note 4} which resulted in the majority of additions since

December 31, 2007.
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8. LONG-TERM DEBT T TP R S o S
SR st b e s 0 - June 30, December 31
. RREEEIN : R VO Lo Y 2008 - 2007
Operating loans $- ..277,0000°% - 8,000
Medium-term notes 200,000 200,000
Capital lease obligations: - "7 . ot o et AT L B 9432 L 10,034
Other long-term debt 1,407 -
Unamortized deferred financing -{2;698). (851)
co T RS 485,141 217,183
Less current portion T 7 o 1,350 1,234

: Sl b ek $ 483,791 $ 215,949
Operating Loans T ' . - ‘
At June 30, 2008 the Trust held.a '$375.0 million (Decembaer 31, 2007 - $300.0 million) unsecured’ éxténdible’ revolvrng
three-year credit facility with a syndicate of Canadian chartered banks. Borrowings on the facility ¢an be-by way of prime
loans, U.S. base rate loans,'LIBOR loans, ‘bankers' aceeptances or documentary credits, Borrowings on the facility have
fees and interest at rates relévant to the nature of the. draw. On September 30, 2007 AltaGas negotiated the extensuon
of the matunty date of this facrllty to September 30, 2010 B

S B A

On March 31,-2008 the Trust' negotiated a new $250.0-million unsectred 18-month credit facility witha syndrcate of
Canadian chartered banks. Borrowings on the facility can be by way of pnme loans, U.S. base rate loans, LIBOR I6ans or
bankers' acceptances. Borrowmgs on the facrhty bear’ fees and mterest rates relevant to the naturg of the draw and the
facility matures on September 28, 2009. - e P ‘
At June 30, 2008 the Trust had drawn $277:0 million (Deceniber 31, 2007:- $8.0 million) against the facilities.-Thé ptime
Iénding rate al June 30, 2008 was 4.75 percent {December 31, 2007 6.0 percent). The average rate on the Trust's
bankers acceptances at June 30, 2008 was 4 0 percent (December 31 2007 -5.2 percent)

. . Y [P
T I A Sedete s

‘Mediuf-Term Notes L T T T A SR L R O SR SR
On August 30, 2005 $100.0 million of?4.41 percent senior'unsecured-MTNs-were issued:-The -notés mature on

September 1, 2010, with interest payable semi-annually. .
o L0 . I o L LI A TR . Tt TN

\ . PRI -

On January 19, 2007 AltaGas issued a further $100.0 million of senior Unseciréd MTNS, Thi notes carry a coupon fate
of 5.07 percent and mature on January 19 2012 The _net proceeds were used to pay down exrstlng bank rndebtedness
and for general corporate purposes. B SR

Letter of Credit Facility S

At June 30, 2008 the Trust held a $75. 0 million. (December 31,.2007. - $75.0.million) unsecured three-year extendible
revolvmg -term letter of credlt facility with a *Canadian chartered bank malurlng on September 30, 2010. AltaGas may
borrow up to $25. 0 ‘million by way of prlme ‘loans, U.S. ‘base fate loans, LIBOR lpans or. bankers' acceptances.on the
letter of credit facility. Borrowmgs on the facility bear fees and interest at rates re!evanl to the nature of the draw' madle.
At June 30, 2008 the Trust had Ietters of cred\t of $63. 0 m||||on (December 31, 2007 - $61. 7 l'l‘Il"IOI'I) oulstandmg agalnst
the extendible revolvmg-term Ietter of credlt facrllty '

, e
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9. CONVERTIBLE DEBENTURES

On January 10, 2008 AltaGas' assumed a principal” amount 'of:$22:1 -million of 5.85 percent convertible debentures
through the acquisition of Taylor. The debentures mature on September 10, 2010, with interest payable semi-annually
on September 10 and March 10 of each yéar. Prior to maturity, the debentures may be converted int6 trust units at the
+option of the holder at a conversion’pri'ce of $24.64 per trust unit.
=The Trust may redeém the convertible debentures after Séptember 10, 2008 and prior to September 10,2009 in whote
or in part at a price equal to their principal amount plus accrued and unpaid interest, if any, provided the current market
price of the trust units on the date notice is given is not less than 125 percent of the conversion price, subject to
adjustment in certain events. After Septentber 10, 2009 and-prior to the convertible debéntures’ maturity, the Trust may
'redeem the convertible debentures at & pnce equal to their-principal amount plus accrued and- unpald mterest if any
The Trust can elect to pay interest on the debentures byi |ssumg trust units.

3

Balance, December 31, 2007 o o $ -
Falr value of convertrbte debentures (nore 5) ' ' ' 22171
" Accretion - o ) {9
Conversion to Trust unlts R {1,128)
.'Redeemed for cash ... . D e {4,154)
“Balance, June 30, 2008 . L T S L LT L . $ 16,880

10. CAPITAL DISCLOSURE

‘The Trust's objective: for managing capital is to maintain its investment-grade credit rating’ and allow'the Trust to
maximize the profitability of its existing assets and grow its energy infrastructure to create long-term value ‘and erhance
teturns for its investors. The Trust considers Unitholdets' Equity (including Accumulated Other Comprehensive lncbme)
short-term and Iong-term debt (including current pomon) Iess cash and cash equwalents to be part of its capital
structure The Trust‘s overall strategy remarned unchanged from 2007.

FLRS
. -

The use of debt or equrty funding is based on AltaGas’ caprtat structure, which is determined by consrdenng the norms
and risks associated with each of tté busmess segments AltaGas target debt-to—tolat-capllallzatlon ratlo is 40 to 45
percent The Trust's debt-to—total caprtahzatlon ratio as at June 30, 2008 was 36.4 percent (December 31 2007 - 274
percent). _: .. . . . .. . e N .

BRI TR

M L T P L LY

All of the borrowmg facilities have financial tests and other covenants customary for the types of facnltles whrch must be
met at each quarter-end. AltaGas has been in compliance with these,covenants each quarter since the issuance. of the
facilities. WoATa e T Loy N TS

iYL . L ~ .. P AN IR Lo, . . . .o a

11.  FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT
In the course of normal operations the Trust purchases and sells natural:gas, natural gas liquids and power commodities
and ‘issues 'shoit and long-term deb{: The Trust uses derivative instruments to reduce exposure to fluctuations in
commodity prices, interest rates and-foreign currency exchange rates that arise from these activities. The Trust does not
make use of derivative inslruments for speculative purposes.

Fair Values of Financial Instruments Lot

{:Af June 30, 2008 -all derivatives, iother than those that meet the expected purchase, sale or usage requirements
exception, were carried on the balance sheet at fair value. The fair value of power, natural gas and NGL derivatives was
‘calculated using estimated forward prices from published sources for the relevant period. The calculatton of fair value of
the interest rate and foreign exchange derivatives used quoted market rates. S

- LN il i

The fair value of Iong-lerm debt has been estimated based on discounted future interest and prtneipal bayrnents using
estimated interest rates. The fair value of the convertible debentures was estimated using a Black Scholes mode!.
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AT s Ay 7 e
The-carrying amount and fair \.fa|ues of the Trust's financial assets and liabilities were- as follows: #: + !
L. T S L e T e TP " .
Summary of Fair Values - ) Cee e - -7 Juned0 - . . .. .. December31
. 2008 .. .. . 2007
Carrymg Carrying
(¥ thousands) . . .. . .amount .. .Fairvalue ., . amount .1 Fair value
- Financial assets . T L T T R T T
. Held for trading e e g i s -y R
Cash and cash equivalents!), . .o, - 12,785 . - 12 785» e, 12,451 : 12,451
_ Risk management - denvalwes(”., Lo - - 136,616 . . 136, 616 . 1o 83,200 ., 83,200
Cash'ﬂow hedges e U TR TN L . -
Risk managementi2) 21,884 21,884 17,251 17,251
Loans and receivables ot T - - . o P o
Accounts receivable and other assets(! 222,520 222,520 194936 194,936
‘Customer deposits! 24,015 24 015’ J 24,369 . 24,369
Available for sale _ -
Long-term investments and other assets - - 44,746 . 44 746

- $ 417,820 $ 4178200 $ - 376953 $ - 376,953

Financial liabilities

Held for trading BN TR S L - ",
- Risk management - derivatives® .., .., 145432 . . . 145,432,,,”,.. o 86799 . - 86799
Cash flow hedges o e o T I TR P ce e
Risk management? . e, 33459 ., . 33459 o 4,2.15‘ ., 4215
+ Other financial liabilities . | ' W ' R TS DV .
Accounts payable and other Ilablhtles“”‘) _— ."2.25'1.33 . ?23,1 33, , o 1_85_,9_4'13, 185,943
Customer depositst 24,015 24,015 24,369 24,369
. Shorttermdebt . . o .. 2298 . 02208 . 3663 . , 3,663
- Long term debt(s . L 487 839 . 482 679 218 033 S s ,.208,036
_ Convertible debentures . . . 16880, . 18,364 e

§ 935056 § 931,400 § 50305 § 513,025

) Due to the nature andfor short malurity of these financial instruments the canying amount approx.lmates the fair value.

2 . f R Yo

‘@ Fair value is equal to the carrying value for dérivatives and hedged items:

8 Excludes income and sales tax of $9,356 {December-31,°2007 - $6,656). - = - s .
) Excludas income and sales tax and deferred revanue of $4,369 (December 31, 2007 - §1,180). et
5} Includes current portion of long-term debt and excludes deferrad financing of $2,698 (December 31, 2007 - $850).
- VL S [ S S ST THUL PR S
Summary of Unrealized Gain' (Loss) on RiskiManagement ... »x -« =a0 ot s o0 NS
. : bt Do sn.i o a0+ Three months ended: oab-. ., . o Six months:ended
A L v Juned0 Lo 4 1 . <June 30
2008 r o0 e, 2007 s -2 20080 - L0 22007
Natural gas 472 618 828 910
Natural gas liquids (4,553) T R § F-11) ) I A
Power CoL s e s T8 o (B0) L T e (65)
Heat rate LUt Ry et e oox ol Emat ey 7 (188) e
Interest rate swaps -, . . - R 1 2 - | B Y (-7 § PR |
Foreign exchange ' o (168) .., (146) ., ., . - (@721) " « {371)
Total {2,896) 413 (2,268) 475
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Market Risk on Financial instruments

The Trust is exposed to market risk and potential loss from changes in the values of financial instruments. AltaGas
enters into financial derivative: contracts. to manage exposure to fluctuations in commodity prices, interest rates and
-foreign exchange rates. S, g - S

.Commodity Price RiskManagement N . S ,'; '

Natural Gas [ S b . R S T

The Trust purchases and sells natural gas to its customers. The fixed-price and market-price contracts for both' the
purchase and sale of natural gas extend to 2012. e o

The Trust had the follow:ing conlracts outstanding:

As at June 30, 2008 - * 7 Notional volume (GJ)
. . . Fixedprice _Period - . N ,
\Dg'rivative Instruments ' (per GJ) (mb’niﬁ's) e Sales Purchases  Fair value
Commodity forward ... $216t0$10.37 . ., 1.-49 - 86,055360 - $'(126,364)
Commodity forward $2.16 to $10.37 1-49 - 86,055,360 $ 124,171
As at December 31, 2007 ' WtV e Tt S Notional volume (GJ)
Fixed price Period

Derivative Instruments (perGJ) ' (monthsy ~ ° “'Sales’ Purchases  Fair value
Commaodity forward . _ - $2.16 t0 $10.37 1-55 105,375,003 . $ (17,77%5)
Commadity forward........0... el $2..16.l0 $10.37 1-55 - 105, 375 003 $ 14,754

R AN

n second quarter 2008 the Trust recogmzed an unreallzed gam of $0 5.million (June 30,.2007 - '$06 m||l1on) frorn the

Trust's natural gas nsk management Aétivities. L
Uy . . T . . et

7

Natural‘ Gas quurds

R INTA

The Trust entered-mto -a eenes of swaps to-lock ina portion of the volumes exposed to NGL frac spraad

'I:‘he‘-T'rust had the f6llowing contracts outstanding: _ _

“As.at June 30, 2008 . . C "7 . _Notional volume .

Peﬂod
Product Fixed price (months) B Sales Purchases Fair value
Propane $1.2825t0 $1 7200 USIgallon . 1-30 36,901,368 gallons - % (15.1§4)
Normal butane $1.4950 to $2.1000 US/gallon’ 1-30 11,552,592 gallons Ul (8,594)
wWTI p $83. 20 to $125 35 Us/Bbl 1-30 155,504 Bbls | R (5,768)
Natural gas .- . . $6.5440.9.95/GJ  1-30 - 4,399,328GJ $ 17,697

' AsatDecember31;2007 - . .-~ -2 7 . " " . ."Notional volume
o ) ' ‘ ) Penod{‘ L .

- Product- - e Lo Fixed price (months) . . .. Sales.. Purchases Fair value
Fropa?e . . $1.2825 t0 $1.4725 US/gallon  1;12 = 9,677,178 gallons o - % (1,156)
Normatbutane  ~ ' $1.4950 to $1.7000 US/gallon ~ 1'-12 " 2,612,084 galions - (685)
WTI $83.20 to $89.10 US/BbI 1-12 27,489 Bbls - (143)
Natural gas $6.455 to $6.550/GJ 1-12 - 1,382,591 GJ § 159

In secand quarter 2008 the Trust recognized an unrealized loss of $4.6 million (June 30, 2007 - nil) from the Trust's NGL
risk management activities.
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Power : . . . L o R .
Under the power purchase -arrangements ‘AltaGas has an obligation to buy-power at agreed terms and prices to
December 31, 2020. The Trust sells the power to the Alberta Electric System Operator at market.prices and uses swaps
and collars to fix the prices over time on a portion of the volumes. AltaGas' strategy is to lock in margins to provide
predictable earnings. Certain contracts met the expected purchase, sale or usage requirements exception and have not
been included in risk managemenlt assets or liabilities. At June 30, 2008 the Trust had no intention to terminate .any
contracts prior to maturity. .. .. Y . R . -

oo VO, s . . t

The Trust had no contracts outstanding at June 30, 2008.

1

As at December 31, 2007 Notional volume (MWh)

. - Fixed price Period - S :
Derivative Instruments—— == === —{per MWh)} {months) Sales Purchases  Fair value
Commodity forward . $79.00 to $80.60 .13 2,160 - § (28)
Commodity forward .~ $63.2510 $68.00 I - ©,2,160 % . A

iy i ' H L. L ‘o Lo ; i
The Trust's power risk management activities from~financial contracts not'included in the hedging program had an

unrealized gain of $0.1 million in second quarter 2008 (June 30, 2007 - loss of $0.1 million}, .

iy

e e I

The Trust had the following commodity swaps and 69_1I_ars outstanding: _—

*_ Notional volume (MWh)

As at June 30, 2008 o

KER v [ -

. . - . leed price . .Period . Ce e emewr e s -
Derivative Instruments . {per MWh)  (months) = Sales . Purchases Fairyvalue
Swaps and collars $65.00 to $88.00 1to18 . 1.'6|5,7.'224-— PO $ {13,765)
Swaps and collars $56.50 1to 114 . 265368 $ 7,026
As at December 31, 2007 . S Notional volume (MWh)

o Fixed price =~ Period B

Derivative Instruments (per MWh) {months) . Sales Purchases Fair value
Swaps and collars $65.00 to $88.00 1 1o 24 1,626,624 - % 10932
Swaps and collars . $56.50 1to 120 ’ - 263,016 . % . 3,339
The Trust had no heat rate hedges outstanding at June 30, 2008. .
The Trust had the following heat raté hedges outstanding as at Deceniber 31, 2007:

t ) o :‘ i "
As at December 31, 2007 . ' i " 7 Notional volume (GJ or MWh)

- - Fixed price - Period ~ - . - S .- :

Derivative Instruments ... . (per GJor MWh) (months) Sales  Purchases  Fairvalue
Natural gas (per GJ) - ~- -~ —-~-----$6.08 10-$6.17 1 - 79050 $ 17,968

Power (per MWh) $89.00t0$138.00 1 . 6,510 - $ 170,019

In second quarter 2008 the Trust rg;go:;;hized no un‘r'qa]ized gain jé'r,idéjsf' (June 30 .2-@97 ~.$0.2 million) froni‘!r]é:a't. rate
hedging activities. e - I . X ! hea

! .
{ “ .

“~
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”Cred‘t Risk on Frnancral Instrumants )
-Credit risk-resuits.from the possibility that a, counterparty to.a fi nancral |nstrument from which the Trust has an amount

SEC File # 82-34911

Interest Rate Risk'Management e BEENERRETAERE RS S §

To hedge against the effect of future interest rate movements, the Trust enters into interest rate swap agreements to fix
the interest rate on a portion of its bankets' acceptances issued under credit facilities. The interest rate swaps have an
average remaining term of 6 to 21 months and a weighted average interest rate of 3 75 percent. The Trust's target is to
have approximately 70 to 75 percent of its debt at fixed interest rates -

At June 30, 2008 the Trust's mterest rale risk management activities resulted in. an unrealized gain of $1.3 million (June
30 52007 nil) and falr market value posrtlon of $0.5. mllllon . '

.-

Tl T e } A ‘

Forelgn Exchange Risk Management

To manage the risk of fluctuating cash flows due to variations in foreign exchange rates the Trust enters |nto forergn
exchange forward contracts. At June 30, 2008 the Trust's foreign exchange risk management activities had an
unrealized loss of SO.? million {June 30, 2007 - $0.1 million) and fair market value position of $1 .0 million.

Sensmwt‘y Analysis ‘ . - -
The following table illustrates potentlal effects of changes in relevant risk varlables on AItaGas net income and OCI as
at June 30, 2008: T

, Increase or .
] Increase or decrease in net Increase or
Factor Share ‘ N decrease income decrease in OCI
Alberta electncrty,pnces : . $UMWhH .- 945
Natural gas Ilqurds frac spread(” _ $1/Bbi. l _ 189 . 28_2
Interest rate swaps e et g e  35bps 513 -

FEstimates the rmpact if condensate, propane, butane and natural gas increased (decreased) by $1/8bl.

\.! vl [N ”l" . IR . : v

- LR

owing fais to fulfill its obligations in acoordance with the terms of the contract.

AltaGas' credrt pollcy deta:ls the parameters used o grant measure, menitor and report an credit provided to
counterpartles AItaGas mrnrmrzes counterparty nsk by conducung credlt rewews on counterpartles in order to establish
specrf‘ ic credrt Ilmrts on chents both pnor to provrdlng products or servrces and on a recurnng basis. In addition, most
contracts include credlt mltlgatlon clauses wh:ch allow for AItaGas to obtain financial or performance assurances from
counterpartles under certarn crrcumstances AltaGas provrdes an allowance for doubtful accounts |n ' the normal course
‘of its business. .

The Trust's maximum credit exposure consists primarily of the carrying value of the non-derivative fi nancral assets and
the fair vatue of derivative financial assets. At June 30, 2008 AltaGas did not have a srgnlﬂcant concentration of credit
risk w:th any single counterparty to financial instruments.

'; O i - My ;“'r !

quuldrty Rrsk on Flnancral Instruments

quurdrty risk is the rrsk that the Trust will not be able to meet its financial oblrgations as 'they fall ctue The Trust manages
thls risk through its' extenswe budgeting and monitoring process to ensure it has suffrment cash and credit facilities to
meet its obllgatlons The Trust's objective is to maintain its investment-grade rat:ngs for ensure |t has access to debt and
equrty fundrng as requlred (see note 9). ’

HEN J ) [ [

. Ve . . . . . S . ‘ ~
% Y4 b . . ) L Lo
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At June 30, 2008 the Trust has the following contractual maturities with respect to non-derivative financial liabilities: ...

. - : N Lt : .
LI »t P A | e T . Vot ! !

' . . . .i.: - .. Payments Due by period

.- P o - -, .
' ! e L 3 o ' ' '

Total 2008 - . . _ 2009 .o 2010 . 20I11 ;rhereafter
Short-term debt 2,298 2,298 - - - -
Long-term debt(x2 487,839 ... .- 1,350 ., 101,316 = . 278409 1,508 105,256
Total $ 490,137 $ 3648 3% 101,316 §..278409 $. . 1,508 '$ 105,256

) Comprised of operating loans, medium-term notes and capital lease obiigations excludrng deferred fi nancmg cosrs (Note ?)
@ Inc!udes current pomon of fong-remr dabt.

12.  UNITHOLDERS' EQUITY R Lo S :
: ' ' " June 30  December 31

2008 . 2007
Unllholders capita! (note 13) o, - e N $ 832,596 3 505,544
Contributed surplus rote 15) o I ) 4,069 | 3875
Accumulated earnings 580,902 510.4132
Convertible debentures _ 1,160 -
Warrants ' ' 4500 -
Accumulated dividends - L - . . (41, 114) . (41 114)
Accumulated unitholders' distributions declared“’ , (461 415) (391 103)
Distributions of comman shares of Utlhty Group (29 848} - (29 848)
Transition adjustment resulting from adopting new financial instruments,accounting o _"
standards G e et e e, e ., (24T . o \'(247)
Accumulated other comprehensive income {7,993) 27,169

+, -. % 882610 .. % ;. 584,688

9 Accumulated unitholders' distributions paid by }he Trust as’ at June 30, 2008 were $449.0 million (as af December 31, 2007 $380 9
million). : ! O T L T+ T, ‘ 3 ..

In 2007 the holders of trust unlts of the Trust and ho|ders of exchangeable partnershlp units of AltaGas Ho!dmg lested
Partnership No. 1 received one’ common share of AItaGas Utlhty Group Inc (Utnltty Group) for every 100 trust or

" exchangeable units Held on August 27, 2007 ‘As par1 of the distribution p!an any unitholder allocated fewer than 50
common shares of Utility Group recewed cash The number of common shares of Utmty Group dnstnbuled to ufiitheldérs
was 577,416, which reduced unitholders equuty by $4 2 million. This distribution resulted in a 27 percent reduchon of the
Trust's interest in Utility Group to 19.6 percent.

13.  UNITHOLDERS’ CAPITAL . :

L vt f ”,
L w1 a [ . .

haY

1

't fa 0

Trust Units Issued and Outstanding Number of units - Amount

December 31, 2007 . . .56,057,438 $ - .493,866
Units issued for cash on exercise of oplions . . o el .o 2,150 .. .55
Units issued under DRIPCY .~ © 0T 676510 . . (15965
Units issued forexchangeable units Lo ! L _ . ‘25,161,_ N .2_53
Units issued on business acquisition . . 57_,553,,1 '(4 _ 124,6.4_5
Units issued on convarsion of convertible debentures 45,771 2,094
Units issued on public offering {net of $5.2 million of issuance costs) 4,398,750 110,077
June 30, 2008 68,758,954 3 816,955
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Exchangeable Units Issued and Qutstanding SRR T n e o+ Number of units . Amount
December 31, 2007 issued by AltaGas LP #1 2,040,456 $ 11,678
AltaGas LP #1 units redeemed for trust units 2 A U T (25,161) (253)
"Units.issued on business acquisiton -+, .+ ' LS T . . 163,607 ' " 4,216
June 30, 2008 - P co . o -2,178,902 15,641
!ssued and outstanding at June 30, 2008 wo R < 70,937,856 $ 832,596

¥
n Prem:um Distribution™, Distribution Remvestmenr and QOptional Unijt Purchase Plan.

- R -~ .. . Three Months Ended - - Six Months Ended
o S e ) - June 30° . . June 30
Units Outstanding (V) 2008 2007 2008 . | - 2007
Number of units - basici® 67,382,085 57,199,103 66,223,220 56,931,021
Dilutive stock options 920,389 36,233 933,845 34,715
Number of units - diluted® 68,302,474 57235336 67,157,065 56,965,736
% includes exchangeable units. N _ S e .
.2, Weighted average., R TR N TN e
. " St R P T e

The Trust has an. emiployee unit option plan:under which both employees and directors are eligible to receive grants. At
June 30, 2008, 10 percent of units- outstanding were resérved for issuance under the plan. To June 30, 2008 options
granted under the plan generally had a term of 10 years to expiry and vested no fonger than over a four-year period.

At June 30, 2008 outstanding options were exercisable al various dates to the year 2018 (December 31, 2007 - 2017).
IOptlons outstanding. under the plan have a weighted average exercuse price of $25 73 (December 31 2007 - $26 36)
and.a weighted average remaining term of 8.6 years (December 31, 2007 - " 8.76 years). As ‘at June 30, 2008 the
uhexpensed fair valug of unit option compensation cost associated with future periods was $0.5 million (December 31
2007 $0.7 mllllon) ‘

The following table summarizes information about the Trust's unit options:

Options outstanding

Number of

R I, . options ' Exercise pricef!
Unit options outstanding, Decémber3’1 2007 1,310,400 $ 26.36
Granted “ 413,750 23.99
Exercised  st.x el - {2,150) 17.17
Cansalled T e e e . (136,750) 26,69
Unitloptions outstanding, June 30,2008 . . ! oy 1,591,250 $ - 25.73
Unit options exercisable, June 30, 2008 - * ! e - 250,159 - $ ‘23.16

) Weighted average.
- T :
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_A summary of the employee upitloptiqn.plan_ as at June 30, 20.08:

. . B t
[ o P Vo

Options outstanding LR " Options exercisable

Number Exercise Remaining * = " -~ Number - Exercise

6ulstand|ng“) " price®  contractual life® exercisablet! . price®

$5.00 - 7.00 . 9,000 $ 6.10 185 © - 9000 . - $%..86.10

$7.01 - 15.50 27,500 1029 © 466 27500 '10.29

$15.51 - 25.08 704000 0 24207 v C @117 85992 © 2423

$25.09 - 29.50 850,750 27.69 8.37 127,667 26.42

- 1,591,250 N 25.73 8.60 250,159 $ 2316
" As at June 30, 2008.

4 -

12l We:r'ghred 'averége.

3 Waighted average numberofyears.-”, cme - e e e B - s
* - . . . H \ ° .y P |
In 2004 AltaGas implemented a unit-based compensation plan, which awards phantom units to certain employses.'The
phantom units are valued on distributions declared and the trading price of the Trust’s units. The unils vest on a graded
vesting schedule. The compensation expense recorded in second quarter 2008 in respect of this plan was $1.4 million
{second quarter 2007 - $1.0 mitlion). As at June 30, 2008 the unexpensed fair value of unil-based compensatlon costs
assoclated with future penods was $13.5 million (December 31, 2007 - $14.2 million).- « .- ..+ 5 4 .y
I IR P Lo T R A
14. CONTRIBUTED SURPLUS
Syl L a 0. c.ooen 2 June 30 December 31
FZAR 7» EEEEIS [ 7 2008 E ;-11;_200?

Balance, beginning of period . . ToLv e Ty o 0T e %+ -3,878 - B, 3822
Amonrtization of unit options . Y S SR BT S - ¥ 4
Exercise of unit options (18) ;" ..o (18)
Cancellation of unit options (11} (48)
Balance, end of period R Tt ot < .. 8. - 4,069 . :$ .3,875

15.  INCOME PER UNIT

The following table summaruzes the computatton of net |ncome per unit:

Three Months,Ended =~ ©  Six Months Ended

) June 30 June 30

o 2008 2007 2008 .. 2007

Numerator: ! : S ) Lo
Numerator for basic income per unit ' ’ o $ '32,9']1;.:5' '21,053 ..-_‘S 70,490 §. .'"45,633
Numerator for diluted income per unit ’ T € azse c$ 921053 % . 70,095 $ - 45,633
Denominator: ’ ) ‘ T
Weighted-average number of units 67,382 57,199 66,253 ' 56,931
Dilutive unit options 920 36 934 35
Denominator for diluted income per unit 68,302 57,235 67,157 56,966
Basic income per unit $ 049 § 037 $ 1.06 $ 0.80
Diluted income per unit $ 049 § 037 $ 106 § 0.80
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16.
The net change in the following non-cash

follows: s Tt

) .
: o (AN

NET CHANGE IN NON-CASH WORKING CAPITAL

AT o e L D

Three Months Ended

SEC File # 82-34911

warking capital items increased -(decreased) cash flows from operations as

Six Months Ended

v June 30 June 30
SRR 2008 2007 2008 2007
_ Accounts recaivable (1 - " - - $. (7874)% 34605 § 1,065 % 66,834
Inventory ST T 109 . R (:11)]
Other current assets 2 (4,655) (482) {3,683) 6,206
‘Accounts payable and accriied liabilities (- 12,577 (31,959) © - .. (874)  (62,657)
Customer deposits . . 6,022 6,287 . {354) - .6,183
D.efe_:‘rred revenue - ‘ _u-.4,§9-; y 225 ‘ . 1,059 ' '423
Other current liabilities 14,059 337 9,588  (5,256)
) " ‘ ©o21,297 9,013 6,801 ° 11,773
Add decrease {increase) in‘capital costs payable ~ e 73477 0 {1,616) - 3,796 - 3,623
Net change in non-cash working capital related to operations - .$ v : 28,644 §- 7,397 $§ 10,597 $ 15,396
i1 Speciﬁc fine-items may not tie ?o net Ehange :in Balance-Sheet due to acquisition (note 3}).-
=f% Excludes note receivable of $5.5 million included in investing activities. . -~ "~ = !
The following cash,payments have been jncluded.in the determination of earnings:.; . . s
S o wmne QU ., e w2t 5 ey . oo Three Months Ended | .Six Months Ended
June30 . ., dJune30
2008 2007 2008 2007
Jinterestpaid . ot e g0 o otrst s $0 7,18 5 3,134 $.142,393  §; 6,253
Income taxes paid e, $,00 T % 15 % 32 § - 96

17.

PENSION PLANS AND RETIREE BENEFITS

During the first quarter of 2008 the Trust assumed two defined benefit pension plans with the -acquisition of Taylor.
These plans are in relation-to the unionized. employees at the Younger Extraction Plant and cartain employees at the
Harmattan Complex. The cost of the defined benefit:plans are based on management's estimate of the future rate of
return: on the fair. value of pension:plan assets, salary escalations, mortality and other factors affecting the payment of
future benefils. AltaGas adjusted the actuarial liability of these plans to follow the same assumptions used under its

existing pension plans.

The net pension expensé by plan-for the per

iod was as'féllows: .0 Y a
Bl

s - ' Three Months Ended

o Six Months Ended

i : ity T T S S June 30 " - June 30

creld et e e el s . 2008 - 2007 2008" - 2007
: Definedt contribution plan® .7V L% Teas L el o T 8T 983§ 383 § 774 § 765
Defined benefit plan AL TN T4 3 399 6
Supplemental executive retirement:plan-: "7,- .- . .ok L2910 - 259 500 518
TR e wnow e 645 $ 1,673 $ 1,289

T §7 718§

Yew Bat 0

Tiraoov b T . +
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18. RELATED PARTY TRANSACTIONS. ... - - Co : . e
In the normal course of business, the Trust and its aff Ilates transact wnth relaled parties. These transactlons are
recorded at their exchange amounts and are as follows:

. ' Three Months Ended Six Months Ended

June 30 June 30
S s Lo 2008 ¢ (2007 U 2008 2007
-Fees for administration, management and other services paid
by: ¢ - - .
Utility Group to the Trust™ | L $ 48: ($.: T. $: .97 . % 15
The Trust to Utility Group $ (45) % 127 $ 2 $ 265
Natural gas Sales by the Trust to Utility Group subsidiaries $ 16,034 $13,428 $58,206 °  $52,344
-Fees for operating services paid by Utlllty Group subsidiaries - - $- 86 $- 77- $ 154 - § 143
Transportation services provided by Utility Group subsidiaries $ 122 .§. 119 . $ 242 § 243
Office space and furniture rental payments made by the Trust to S ' ) . .
a corporation owned by an employse’ = 7 e 22 s 2 $ 44 % a2

The resulting amounts due from and to related parties are non-interest bearing and-are related to transactions irv the
normal course of business.

Included in accounts receivable at June 30; 2008 wa's $2.6 millich (Defember 31, 2007 - $13.5 million) dué to the Trust
from related parties. Included'in-accounts payable at June 30, 2008 was $1,000 (December 31, 2007 - $50,000) due
from the Trust to related parties.

Dunng third quarter 2007 AItaGas so]d its 33 3335 percent |nterest in the Ikhll Jomt Venture to Utlllty Group for $9 0
million to execute the divestiture of non-core productlon assets. o o o boee :

19. SEGMENTED INFORMATION. R e .
AltaGas is an integrated energy trust with a portfolio of assets and services used io move.energy- from the source to the
end-user. The majority. of the transactions among.the reporting’ segments. are .recorded at the market price of. the
commedities and the remainder. are at the exchange amount. The. followmg describes the. Trust's -five reportlng
segments: e e e A R N | T AT

Extraction and Transmission - NGL processing and. extraction :plants :and transmission pipelines-to, transport
natural gas and NGL;
Field Gathering and Processing - natural gas gathering lines and processing facilities;

Energy Services © L.~ . = energy management and gas services for natural gas and efectricity;
Power Generation .o - coal-fired and gas-fired power output under power purchase arrangements and
’ ' "I other. agreements, ‘gas-fired ‘power ‘planis™as ‘well wind and run-of-river, power
projects under development; and L R
Corporate T — the costs of providing corporate services and general corporate O\Ierhead

1 investments’ in public and private entities, corporate assets and the ‘effécts of
- changes in the fair value-of risk management contracts. - - e
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The following tables show the composition by segment:
) o ‘ . DS
P Voo T LR - Field. B
Three Months Ended S0 s 7L T Extraction " Gathering - -0 T -0
June 30, 2008 - Transmis:lg: Procas;:g SSrr:ria;g:‘ Subt?)atas! Geneﬁaot?gf: Corporatd Intgﬁr;snelgnrantg: Total
Revenue - _- © 811,243 § 43,621 $ 294900 § - 443,764 § 58,071 § 149 $ (18,003) $ 489,981
Unrealized loss on risk management e . L = . - - .. (2,896) .- .(2,898)
Cost of sales . ot -ee (67,09) 0 (3,057) . (291,911) :.(362,077)  (26,231) - ' 18,508 .. (369,800)
Operating and administrative (18,318)  (27,819) {3,415) (49,552) (548) (12,842) . (505} - (63,447)
. 3Amortization - . TavyeT . - {6,869) T (6,092) 7, (523) | . [(14384) ° (1,895) (545) ., . (16,824)
“Interest expense - : ' R I T et 7Y (6,318) - ' (6,318)
. Income before income taxes - - -9 18947 $ 5753 $& | (949)$ 23751 § 29,397 § (22,452)- - § 306986
Net additions {reductions) to: : . - S ! oy .
" Capital assetst") ' T .8 97198 7714 % 5937§ 18,026 $ (957) $ 202 - % 721
i Long-term investment and other assets® ;- . . .~ . p e - - - . .- -
" Goodwill '$ 124,36 $ 215 - § 124,576 - - - $ 124,576
Segmented assets $1,028,972 $§ 557,365 § 121,747 $ 1,708,084 .% - 196,561 § 164,519 - $2,069,164
7
M Includes non-cash transactions of $6,431.
2} Includes non-cash transactions of $399, .
: - v o Field . . -
Six Months Ended * . Zix Extraction b . Gathering” . - o .
June 3'6.‘.2008 . g E ﬁ' ~ and <t U and ¢ f Energy- < Gas Power Intersegment
Transmisslon  Processing Services Subtotal Generation.  Corperate  Ellmination Total
Revenue e o S 220 203 S 77 974 S:_,_5,61,034_$. .859,211 § 109,705 $ 1,510 § (35622) % ’933.804
Unreahzed loss on nsk management ’ e - . o o - - 2208) . - " (2,268)
Cosl of sales (130 521) (5 804) (554 615) (690 940)  (49,434) - 36,871 (703,503)
o Operatmg and admmlstratlve R (32,067) ' (48,247)  (6.493) | (87,707)  (1,201)  (21,437) (249)  (110,594)
. Amortization . C e e e -, (13.07T) £ (13848) . (1050). .. (27.975) (3733 (,N7) .. {32,825)
Interést expense . O - . - {13,317 - . {13317
Income before income taxes _ |, _ | C.% 43838 % 10075 8 (1124) 8 52,389 § 55337 § (36,629) - $ M297
, Net adgitions (redug;ig‘njs) to: o .
Capital assetst!) .. . B 572,138 $ 36179 .5 1.65_;—-5-\. 609,972 § 54296 $§ - 835 - $ 665,103
Energy arrangemenls T L - ) . '
o contracts.and relationships ©.. ..% éso00 . .. -s. 66,000 $. 18,000 L. - §.. 84,000
Long-term investment and other ]
asselst? - - - - s 4Bet S ‘(46,935)° T - § (42,074)
Goodwill $ 124,361 § 215 - % 124576 - - - § 124,576
Segmented assets $1,028,972 $ 557,365 § 121,747 $ 1,708,084 § 196,561 $§ 164,519 - $2,069,164

M Includes non-cash transactions of $589,663 mainty due to business acquisition,
@ Includes non-cash transactions of $303 029 mainly due to busmass acqunsmon

.- . i} , el e
PR v L e LT Wl

<
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o S i FEY . PR S

Three Months Ended Extraction Gathzci-::g
June 30, 2007 Transm]sij Pmces;:g S!eztr\'fl’crg: Su_b_gaisl Gﬂ'l_eplglwi:l'll— Corporate ln?lm:l;:r: Total
Revenus $ 33652 % 36811 $248574 $ 219037 § 40691 § 731 § (19,084)$ 341,365
. Unreallzed gams on risk rnanagemenl . - '. ',J R < e ot - _’_413 - 413
", Cost of sales o TU8387) . (4961) (241,627) T (261,975)  (17,760) - 18,053 ° (264,682)
" ..Qperating and administrative : (4,435) -  (22,009) (4,327) (30,771) (466) 6,818) " - 1,041 - (37,014)
-r Amortization Lo v (2,008)7  (6,459) - . (961)  T7(9,426) (1,860) (568) . (11,854)
‘Interest expense ' Lo T e - . . - "(3:048) boo. T (3,048)
" Income before income taxes ’ "'$ 8824 % 5382 % 1659 ' 16,865 & 20605 § (9,290) © - § 28,180
Net additions to: o 3 ) T st
Capital assetst? -~ - - . $ - 1639 § 4930 $ (30,104)$- - (23,535)$ 3,897 $ 454 e $ (19,184)
Long-term investment and other assets(® . . . T $ 324 $ 11 404 - . $ 11,728
Goodwill : - "% "18,045 § 215 . -3 18,260 - - BT - % 18,260
Segmented assets $ 237419 $ 508133 $ 99737 § 845289 5121661 § 212,61 2 .§1,179,561
" |ncludes non-cash transactions of $28,969.'* ' o e e e
@ Includes non-cash transactions of $11,683. C " T ’ T -
Field s
Six Months Ended Extraction  Gathering
June 30, 2007 . qnd a.nd_ . Energy Gas Pov_ver lnter_segmant
! Transmission  Processing Services Sublotal __Generation Corporate  Elimination . Total
Revenua . . & 70,873 3. 70,041 °5:584,158 § 725172 § 84984 § 2692 § (43 480)$ 769 368
_ Unrealized galrl (loss)on risk management ” L I A ‘ﬂ.-_ S I - TN 475
" Cost of sales . | T(desn) T (3580) (571167)  (614.678) (37, 599 - 41.766: (610,455)
Operating and administrative . .(9.781) (42,902) = (8.606) _ (61.289) @21)  (14.579) 1,714 " (75,075)
Amortization : (4,007, '(12,979):_‘ (2:203), "(19,189)  @3721) (1, 136) _ . (24,048)
Interest expense ' O - - (6,124) T- T (8124)
Income before income taxes $ 17304 5 10580 § 2182 § 30,066 3 42,749 § (18,672) L, 0% 54143
" Net addilions (reductions) to: . - G - .- P
Capital.assets(? ‘ $. 37445 6892 § (20566)$ . (18930)5 -3897.5. 1048 . .. .5 ' (13,985)
Long-term investment and other assets® . - oo . -3 478 5 11,476, . $ 11,954
Goodwill $ 18045 § 215 7§ 18,260 . - T 18,260
Segmented assets . .$ 237419 $ 508,133 § 99,737 $ 845289 § 121661 5 212611 ' '~ $1,179,561
U} ncludes non-cash transactions of $29,866. . B ;
- ﬂilncludesnon—cash'transactibns of $14830. - . =~ - o - St ST o . o
20. SUBSEQUENT EVENTS . e iy '

Acquisition of NovaGreenPower Inc. . o .

On July 31, 2008 AltaGas acquired NovaGreenPower lnc (NovaGreen) a wholly-owned subS|d1ary of NovaGold Resources
Inc., for $35 million on closing with and additional $5 million on completion of certain conditions. NovaGreen was developing
the Forrest Kerr run-of-river hydroelectric project, which is expected to have capacity of 195 MW in Northwest B.C. NovaGreen
was also pursuing three other development projects all within the same region as Forrest Kerr with an additional potential run-
of-river hydroelectric capacity of approximately 130 MW.
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Acquisition of 45 Percent Interest in GreenWing Energy Development Limited Partnership

AltaGas entered into an agreement with GreenWing Energy Management Lid. (GreenWing) to acquire GreenWing's 45 percent
interest in GreenWing Energy Development Limited Partnership (GEDLP) for $12.3 million. As a result, the Trust will own 100
percent of GEDLP. The acquisition is expected to close on August 15, 2008.
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